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"TWIXT FAIRWAYS and WATERWAYS 


The home you'll build in beautiful 
BOCA RATON 


Boca Raton is located midway between 
Fort Lauderdale and Palm Beach on 
Florida’s Gold Coast. Here, in a set- 
ting of Palms and Banyan trees, laced 
with picturesque waterways and the 
fairways of Royal Palm’s own 18-hole 
championship golf course is what prom- 
ises to be Florida’s most distinguished 
residential community. 


At Royal Palm, you will have your 
own Yacht Club (built at a cost of over 
$500,000) just a few minutes’ cruise 
from the blue Atlantic, a large swim- 
ming pool, all-weather tennis courts and 
the nearby Boca Raton Cabana Club 
with its private ocean beach. Home- 
sites range from $11,000 to $38,500. 


May we send you our illustrated brochure? 


ROYAL PALM YACHT & COUNTRY CLUB 


RESIDENTIAL COMMUNITY e BOCA RATON, FLORIDA 


Slammin’ 

Sam Snead 

is Royal Palm’s 
winter pro, 

as he is at 
Arvida’s nearby 
Boca Raton 
Hotel and Club. 


The Royal Palm Yacht Club will be the social gathering place of 
the community. Its dining room can accommodate over 500 guests, 


ac DEVELOPED BY ARVIDA REALTY CO. + A SUBSIDIARY OF ARVIDA CORPORATION «+ P.O. BOX 1246 * BOCA RATON, FLORIDA 
AD-59044 





Long Distance 
puts your salesmen 
in the right place 
at the right time 


The result 1s extra sales and profits 





Neither time nor distance is a barrier 
when you sell by Long Distance. 


You or your salesmen can reach a dozen 
prospects in a dozen states in a single morn- 
ing. You can be in touch with them at the 


LONG DISTANCE RATES ARE LOW 


Here are some examples: 
Washington, D.C. to Philadelphia 
Cincinnati to Detroit 
Nashville to Chicago 
San Francisco to Salt Lake City 
Tulsa, Okla. to New York 


These are day rates, Station-to-Station, for the first three 
minutes. Add the 10% federal excise tax. 


Pre er ae 


moment they’re most likely to buy —or when 
a new product or idea is only an hour old. 


You can move fast by Long Distance— 
and many directions at once. It’s one of 
your most effective tools for bigger profits. 


BELL TELEPHONE SYSTEM 


Long Distance pays off ! 
Use it now... for all it’s worth! 





A new expansion program already well underway will enable 
National Steel to produce and market more of America’s most 
wanted steels—and to make them significantly better. 


CONTINUING A POSTWAR POLICY. This program calls for the 
expenditure of $300 million over a three-year period. It follows hard 
on the heels of a $500 million investment in plant improvements 
and new properties which began in 1952. The current program will 
further broaden our share of the market and consolidate 

our position in the front rank of the nation’s steel companies. 

Let’s look at some of the major developments involved. 


A “MILL OF THE FUTURE.” National Steel’s Great Lakes Corporation in 
Detroit is a major supplier of hot- and cold-rolled sheets and strip 

in the automotive industry, America’s biggest steel customer. 

Here, we’ve started work on a “mill of the future’—an 80-inch, 
four-high continuous strip mill which will be the fastest and most 
powerful facility of its kind in existence. We'll supply to our 
car-building customers larger coils of sheet steel of the highest quality. 
And also at Great Lakes Steel, we’re increasing ingot capacity by 
500,000 tons to 4.2 million tons a year for this division alone. 


A NEW KIND OF PLANT FOR A NEW DIVISION. On a 750-acre 

tract at Portage, Indiana, on the Lake Michigan shore, we're 
building a totally new plant for our newest division, Midwest Steel 
Corporation. From it will roll electrolytic tin plate, galvanized sheet 
steel and other flat rolled products for manufacturers in mid-America 
—one of the nation’s largest consuming districts. These products 

will be finished from hot-rolled coils to be supplied by our 

Detroit operations. 


STILL MORE TIN PLATE CAPACITY. At our Weirton Steel Company 
plants in Weirton, West Virginia, and Steubenville, Ohio, 

we've installed two continuous annealing lines and two electrolytic 
tin plate lines to increase production and improve the processing 
of tin plate. Weirton Steel already is one of the world’s 

largest tin plate producers. Other improvements include facilities to 
increase the production of cold-rolled sheets. 


OTHER NEW CONSTRUCTION. A new 48-inch coating line is being 
installed at Allentown, Pennsylvania, for our Enamelstrip Corporation, 
which produces a line of decorative plastic and enamel pre-coated 
steels in coils. At Terre Haute, Indiana, we have enlarged 

existing plant facilities and completed an addition for 

our Stran-Steel Corporation, producer of pre-engineered buildings 
and architectural products. 


with a $300 million program now in full swing to produce more of the products most in demand 


ACCELERATING RESEARCH. Backstopping all this expansion, we are 
constructing a new corporation-wide research center at Weirton, 
where National Steel scientists will accelerate their search for new 
and better materials, methods and products. 


This continued emphasis on facilities for producing more and better 
products for our customers has made National Steel the fifth-ranked 
American steel producer and a major supplier of the steels 

most in demand. 


We are convinced that there will be more dramatic advances in the 
steel industry’s future than in its past—advances in which 
National Steel intends to play a prominent part. 


Grant Building, Pittsburgh, Pennsylvania 
Major Divisions: Great Lakes Steel Corporation + Weirton Steel Company 
Midwest Steel Corporation * Stran-Steel Corporation « Enamelstrip Corporation 
The Hanna Furnace Corporation + National Steel Products Company 


NATIONAL STEEL CORPORATION 
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Messrs. Forbes Magazine of Business, 


120 Fifth Avenue 
New York 11, N. {. 


Dear Sirs: 


Attention Mr, John McK, Bigelow . 


I have your letter of the 16th. inst., and note 
the questions you ask us regarding our business. ‘i 


The information you ask for is strictly our 
Sopeaee — = definitely would not want nade public, 
and our annua nancial reports are only f 
our stockholders and divesters. <5: sali tiimamah 


JOHN 1. HAY COMPANY 


332 S. MICHIGAN AVE 
CHICAGO 4. ILL. 


November 22, 1949. 


Yours very truly, 


John I, Hay 











Change of Heart 


Out or the postman’s mailbag as 
the 1940s were fading, tumbled this 
brief letter. It came from a sub- 
stantial American company in an- 
swer to a routine query by one of 
Forses’ staffers. Then—as now— 
we admired it for its economy of 
words and simple frankness. “Our 
affairs,” it said in effect, “are no- 
body’s business.” 

The Goldfish Bowl. Looking back, 
ten years later, this letter is re- 
markable for something more than 
its frankness: it simply could not 
be written today. We reprint it be- 
cause we think it is a striking re- 
minder of a great change of heart 
that has come over U.S. business 
in the last decade. So slowly that 
one almost forgets, yet with aston- 
ishing completeness, the affairs of 
business have become everybody’s 
business. These days business lives 
in a goldfish bowl. 

What’s more, it likes it. Just a 
few days ago, for example, we 
heard from the financial vice presi- 
dent of one of America’s greatest 
corporations. “What’s the matter?” 
he asked. “Don’t you like us any 
more? I haven’t heard from you 
people for more than two weeks!” 

As we see it, this willingness of 
business to candidly lay its cards 
on the table for public perusal is as 


healthy as it is remarkable. So 
far are corporate officials from Wil- 
liam H. Vanderbilt’s contemptuous 
retort “The public be damned!” that 
they go to remarkable lengths to 
answer queries. Even to the most 
simple question from stockholders, 
corporate heads these days are apt 
to reply with a barrage of fact- 
packed statistical reviews and elab- 
orate exhibits. 

Sometimes this earnest candor 
bewilders stockholders. One such 
told us he was recently feted and 
dined at a company annual meeting, 
begged by top officers to ask ques- 
tions, and sent off with pockets and 
hands stuffed with elaborate figures 
on the company’s operations. “I 
think,” he later remarked, “that 
they told me more than I want to 
know.” 

Sequel. Incidentally, you might be 
interested in a current sequel to 
our ten-year-old communication 
from John I. Hay barge lines. Last 
month it popped up in the news 
again as a possible merger candi- 
date of two Midwestern railroads. 
If that happens, its long-standing 
secretive ways will continue no 
more. For few segments of U.S. 
industry more thoroughly report 
their affairs to the public than the 
nation’s railroads. 


FORBES is published twice monthly 7 Forbes inc., 70 Fifth Ave., New York 11, N.Y. Second-class postage paid at Post Office, New Volume 85 
ubscription $7.50 a year in U.S.A. Copyright 1960, Forbes, inc No. 2 











ALCOA TV: 


feeding facts to father, 
for future influence 


Alcoa knows very well that fathers 
like to show off their knowledge of 
metals, and manufacturing, and me- 
chanics, and everything else, to their 
families and friends. 

That’s why Alcoa TV commercials 

~—seen by Dad—do such a good job 
of setting up future markets for 
the light, strong metal. 

Oh, sure, Dad buys aluminum him- 
self. He probably buys it in the form 
of gutters and downspouts for his 
house, or in aluminum storm win- 
dows and doors, or maybe he’s driv- 
ing the car he drives because it has 
beautiful aluminum trim. 

But the real strength in this par- 
ticular TV viewer is his unsurpassed 
power as an influencer. 

He influences his son. His daughter. 
His wife. His boss. His neighbor. He 
watches the Alcoa TV commercials, 
learns more interesting facts about 
aluminum applications than he ever 
knew before—and, because he knows 
these facts ame true, he passes his 
knowledge along. 

Take aluminum boats. When Dad 
learns, via TV commercials, that you 
can run an aluminum boat in salt 
water without fear of corrosion .. . 
that an aluminum boat resists punc- 
tures . .. won’t rot, burn or wear out 
... that aluminum boats cost no more 
than ordinary boats . . . that they 
don’t need any upkeep . . . that you 
can leave ‘em out all winter if you 
like . . . that they’re lightweight, 
strong, last many times longer than 
boats of wood— 

Well, you can guess how many 
people, over the next 10 years, are 
going to be hearing this same mes- 
sage from just this one interested 
head of the household! 

And when you remember how 
many fathers in America see the Alcoa 
TV commercials, and stop to think 
of the astronomical number of peo- 
ple these men will influence . . . you 
can see why the future of the alumi- 
num industry looks so bright. 

Which is another way of saying that 
Alcoa’s future looks very bright, too. 

Why not see for yourself how Alcoa 
uses television to broaden the base 
for aluminum? Watch “Alcoa Thea- 
tre,” NBC-TV, alternate Monday 
nights and “Alcoa Presents,” ABC- 
TV, every Tuesday night. 





Your Guide 
to the Best 
in Aluminum 
Value 








Aluminum Company of America 
Pittsburgh, Pa. 





Washington, D. C. 





| the editorial, 








READERS SAY 


Provincial Outlook? 


Sm: I have just read the article on 
“The Outlook for 1960” (Forses, Jan. 1). 
I am amazed at the ostrich-like provin- 
cial outlook expressed in your survey. 
Not a word about our adverse interna- 
tional balance of payments, about ear- 


| marked gold owned by foreigners which 
| can be withdrawn if confidence in the 
| dollar slackens, about our over-priced 


products in world markets. How can any 
survey of the outlook fail to comment on 


| these aspects? How can investors pro- 


tect themselves against possible dollar 
devaluation and all the attendant calami- 


| ties if our government does not somehow 
| manage to stem that tide? 


—Wiii1am E. Dunn 


| Not Apathetic 


Sm: Re your letters from Herbert 


| Leonard and Gerald Smilovitz (Readers 
| Say, “Broker Apathy,” 
| and to the defense of all of us registered 


Forses, Jan. 1) 


representatives: please advise these gen- 
tlemen that I shall be very happy to give 
them as much time as they require, ex- 
plain how this business works, buy them 
lunch—and be very happy to take their 
order for even one share of any stock 


| they might care to purchase. 


—BENJAMIN SCHER 
Registered Representative 
Laurelton, N. Y. 


| Christmas Story 


Sir: May I express my appreciation for 
“A Christmas Story” 
(Forses, Dec. 15). I wish there were re- 


| prints available. It was read in its en- 


tirety at a Christmas meeting of the 


| World Fellowship Committee of the 
| Y.W.C.A., and many favorable comments 
| came about it after the meeting. It is re- 


freshing to read about the type of young 


| people you wrote about. 


—Mnrs. Paut E. Dean 
District Chairman, 
Indiana Council of 
United Church Women 
Ft. Wayne, Ind. 


Sm: Re: “A Christmas Story.” There’s 
something awfully nice about you peo- 
ple. 

——Harotp MacFarLanp 


Oceanside, N. Y. 


Economic Projections 


Sir: In your December 15 issue (“The 


| Golden Sixties, Fact or Fantasy?”) you 


comment on two reports, one issued by 


| McCann-Erickson, Inc., and one by the 


National Industrial Conference Board. 
My concern is with the former, which 
used projections of Gross National Prod- 


| uct prepared by me. 


I think you have been somewhat mis- 


| led by the “strong” language employed 


by McCann-Erickson. My projections 
were not intended as a sketch of oppor- 
tunities, but as an attempt to suggest 
what the level of output in the future 
will be if present trends continue. 

As I read the NICB document, there is 
no expressed disagreement with my po- 
sition. What the NICB Forum was con- 
cerned about was the apparently more 
rapid rate of growth in other countries, 
the challenge of Russia . . . and what the 
U.S. would have to do to raise its rate 
of growth and meet that challenge. I per- 
sonally believe that the U.S. should make 
an effort to increase the rate. A substan- 
tial increase is well within its capacity, 
but I am sorry to say that as yet I see 
no evidence of a determination by the 
American people to take the steps neces- 
sary. 

—Bonnar Brown 
Senior Economist, 
Stanford Research Institute 
Menlo Park, Calif. 


In his comments Publisher Malcolm 
Forbes did not wish to imply that Dr. 
Brown’s projections conflicted with the 
opinions of the National Industrial Con- 
ference Board economists. McCann- 
Erickson, however, did use _ those 
projections to dramatize the prospects 
for business growth and profits in the 
next decade. The paint of Forses editori- 
al was that these potentialities will not 
reach realization automatically, but will 
require intelligently directed and forceful 
effort.—Eb. 


Branch Banks 


Sm: Like Mr. Herbert A. Schloo, I also 
found the article on Mr. Beise and his 
Bank of America (“The Bank That Can’t 
Stop Growing,” Forses, Dec. 1) both in- 
teresting and informative. 

In this article you state that all banks 
are limited to operations within a single 
state. Mr. Schloo cites as an exception 
the First Camden National Bank & Trust 
Co. of Camden, New Jersey, which main- 
tains a branch office in Philadelphia, and 
in your reply you refer to this branch as 
a “lone exception”. I am not sure this 
office carries on a complete line of 
branch-banking operations, but in any 
case, there is at least one other excep- 
tion: The Bank of California, domiciled 
in the same city—San Francisco—as the 
Bank of America, has for years main- 
tained branch-banking offices in Port- 
land, Oregon, and in Seattle and Tacoma, 
Wash. 

—ALBEeRT O. GREEF 
Assoc. Professor of Finance, 
University of Connecticut 
Storrs, Conn. 


Both Professor Greef and Forses are 
correct. Bank of California’s Washington 
and Oregon branches, like that of First 
Camden, antedate changes in banking 
laws. Today all national banks are lim- 
ited to further branch expansion within 
a single state, and in some cases, within 
a single city. Under any conditions, nei- 
ther Bank of California nor First Cam- 
den would be permitted to set up further 
branches outside of their home states.— 
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Whose famous hands? 


And how does Robertshaw 
give them the touch of 
everyday magic? 


These hands hold thousands spellbound. They 
were once the gifted hands of a child prodigy 
in Warsaw. Today they belong to America’s 
great concert pianist. 


Away from the keyboard, too, this man’s hands 
are full of magic . . . such as the power to sum- 
mon a hundred fellow artists into his home at a 
mere touch. For these hands, like your own, 
can call upon the magic of Robertshaw Controls 
hidden away in modern Hi-Fi. Hidden away, 
too, in today’s fantastically automatic business 
machines ... washers and dryers . . . automobile 
engines .. . air-conditioners and furnaces. 


Controls designed and built by the worldwide 
Robertshaw organization teach these and scores 
of other mechanical servants to think for them- 
selves. That is why the least technical of us can 
use such complex, often powerful devices to 
perform the everyday magic of our increasingly 
automatic age. 
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The famous hands at home . . . where a tiny 
automatic switch made by one of Robertshaw’s 
eight divisions .. . Acro in Columbus, Ohio . . . 
instantly shuts off a tape recorder if the tape 
breaks. From this single division come over 7000 
types of switches, relays and controls for Hi-Fi, 
radios, television, business machines, home ap- 
pliances, jet aircraft, electronic components. 


To check your identification of these 
famous hands see page 48 


Robertshaw % 


CONTROLS 


ROBERTSHAW-FULTON CONTROLS COMPANY 


Executive Offices: Richmond 19, Virginia + Subsidiaries 
and/or affiliates in Canada, Western Germany, Italy, 
Brazil, Mexico and Australia, 











CHASE MANHATTAN 


BANK 


HEAD OFFICE: 18 Pine Street, New York 


Statement of Condition, December 31, 1959 


ASSETS 


Cash and Due from Banks . 
U. S. Government Obligations 
State, Municipal and Other Securities 
Mortgages . 
Loans pircee Sa 

Less: Reserve for Loans 
Banking Houses . rey 
New Building under Construction 
Customers’ Acceptance Liability . 
Other Assets . 


LIABILITIES 
Deposits Rs 
Foreign Funds Borrowed 
Reserve for Taxes , 
Acceptances Outstanding . 
Other Liabilities . 
Reserve for Contingencies 
Capital Funds: 

Capital Stock 


(13,167,000 Shares—$12.50 Par) 


- $164,587,500 


Surplus 


sry 400,000,000 
Undivided Profits . 


91,570,700 


$2,094,662,547 
1,051,641,268 
483,919,066 
263,230,215 
4,337,169,408 
111,001,954 
34,661,851 
81,150,874 
138,516,464 
97,916,615 


$8,471,866,354 








$7,526,300,362 
14,367,151 
28,743,959 
143,556,180 
88,808,709 
13,931,793 


656,158,200 





$8,471,866,354 





Of the above assets $489,764,616 are pledged to secure public deposits and for other 
purposes, and trust and certain other deposits are preferred as provided by law. 
Securities with a book value of $40,982,722 are loaned to customers against collateral. 





Member Federal Deposit Insurance Corporation 
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Consumer spending is expected to | 
give the economy a big shot in the arm 
during 1960. Experts predict a $20 | 
billion rise to a record $331 billion for 
consumer goods and services this year. 
Year-to-year increases are likely to 
be less sizable in other quarters. 
Business will probably boost its ex- 
penditures by $4 billion, state and local 
governments by $3 billion and the fed- 
eral government by just $1 billion. 

= o € 

Make sure you declare all your in- | 
come from bank interests on your 1959 | 
tax return. The Treasury Department | 
estimates that there is a gap of $3 to $5 | 
billion between the interest the banks 
pay their depositors and the amount | 
actually declared on tax forms. And 
with a budget deficit expected this | 
year, the Treasury intends to scruti- | 
nize the interest line om your return. | 

7 . . 

Aggressive J.1. Case Co. now moving 
abroad. Last month Case announced 
the formation of a $3-million British | 
subsidiary, which will make and sell 
eight basic tractor models for the 
European and Asian markets. Reason 
for the move: the fact that tractor de- 
mand abroad is growing at a far greater | 
rate than in the largely saturated U.S. 

e + + 

Textilemen not quite as optimistic 
about their current turnaround as they 
were just a few weeks ago. Most of 
them expect that the uptrend will con- 
tinue, but a growing number of tex- 
tilemen openly wonder just how long 
the prosperity will last. Many of the 
pessimists foresee a drop in textile 
output by mid-summer, while others 
feel that it may come even sooner. 

. = s 

Tight Money? “Yes,” say the na- 
tion’s bill collectors. According to the 
American Collectors Association, over- 
due debt payments were more difficult 
to collect during the first three months 
of 1959 than at any time since the third 
quarter of 1958. And while the aver- 
age claim stood at $57.54, up by $11.65 
from a year ago, the average payment 
by debtors climbed by only 72c, to 
$15.65. 





+ . a 
Fire and casualty insurance compa- 
nies looking for a good year in 1960. | 
Reason: rising premium volume and | 
a favorable trend in profit margins 
now are being combined with increas- 
ing investment income. The three fac- 
tors, the insurance men feel, could 
boost their earnings sharply this year. 
* . ’ 
Aircrafts are joining U.S. rush into 





(CONTINUED ON PAGE 57) 
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| Just type a stencil..¢ 


Fastest, easiest way to address 
your multiple carton shipments 


Weber ““Touch-Stenciling”’ replaces labels and 
stencils boards. It’s fast, neat and systematic 


Want a quick, easy way to address 
shipping cartons? Then try this new 
Weber “Touch-Stenciling” system 
—means no more stencilboards, rub- 
ber stamps or label typing. 


Shipping cartons, pre-printed with 
“Ship-To” label frames, are address- 
ed by simply printing the custom- 
er’s name and address within the 
frames with a Web-O-Print hand 
duplicator. It prints from a stencil 
that you can type or handwrite. 
Just a “touch” on the carton leaves 
a clear, sharp, permanent print. 


With a smooth, one-hand motion 40 
to 50 cartons can be addressed in a 
minute. After the shipment is ad- 
dressed the stencil is thrown away, 
saving filing time and space. 


Weber stencils can be prepared as 
part of your order-invoice writing 
procedure to save time and elimi- 
nate shipping errors. They can be 
cut as a by-product of forms typing 
on manual or electric typewriters, 
automatic accounting machines and 
other modern office equipment. 


FREE BOOKLET TELLS SAVINGS STORY! 
Write today for new booklet—How to Save Time 
and Money with “Assembly Line’ Shipment Addressing. 


WEBER MARKING SYSTEMS, INC 
Dept. 31-A 


Weber 


MARKING SYSTEMS 


Weber Industrial Pork 
Mount Prospect, Ill. 


Send me your bulletin on “Assembly Line” 
Addressing Systems. 


Company—__ 


a 


Sales and Service in 
all principal cities 


EE 
a 
City. 


Zone State 








MORE 


COPPER 


FOR INDUSTRY TO GROW ON 


New "E! Salvador” mine and 





ator of A y, Andes Copper Mining Company 


High in the Andes, Anaconda opens another great copper mine 


THE FREE WORLD'S SUPPLY OF COPPER was significantly in- 
creased when Anaconda’s new mine, El Salvador, recently 
went into production. Located 7800 feet up on the west- 
ern slope of the Andes in north central Chile, El Salvador 
is the largest new copper mine that has been opened since 
1945. Soon to produce at a rate of 100,000 tons of copper 
a year, it has proved ore reserves for 40 to 50 years. And 
there are additional reserves which have not yet been 
fully developed. It promises to take its place as one of the 
few really great copper mines thus far discovered. 

It teams up with an even greater mine, Chuquicamata, 
located a little farther north in Chile. Here Anaconda has 
produced more than 6,000,000 tons of copper since 1915. 
Today, after four decades of production, Chuqui’s proved 


ore reserves still exceed those of other great mines. 

Chile is perhaps the Earth’s most bountiful storehouse 
of copper ore. And in the future, Chilean copper produc- 
tion can repeatedly set new records. This is one important 
reason why nations and industries dependent on copper 
can rest assured of increasingly adequate supplies of this 
versatile red metal. 

Expanded copper production in Chile is part of an 
over-all program in which Anaconda is continually 
applying more than 60 years of experience—not only to 
the development of new copper sources—but also to 
meeting the expanding needs of industry for more and 
better products in the entire nonferrous metal field. The 
Anaconda Company, 25 Broadway, New York 4, N. Y. 


601B1A 


AnaconnA 


SUBSIDIARIES OF ANACONDA MANUFACTURE: COPPER AND ALUMINUM ELECTRICAL 
WIRES AND CABLES; ALUMINUM FOIL, SHEET, ROD AND BARS, STRUCTURALS, TUBING 
AND EXTRUDED SHAPES; COPPER, BRASS AND BRONZE SHEET, PLATE, TUBE, PIPE, ROD, 
FORGINGS AND EXTRUSIONS; FLEXIBLE METAL HOSE AND TUBING 
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“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


TWICE AS HIGH AS WHAT? 


Rash indeed would be the man who, in January, would 
care to predict precisely where the stock market will be 
when December rolls around again. This much we do 
know, however: 1960’s market is not going to operate in 
a vacuum. It will grow out of the 1959 market. Thus, a 
post-mortem of the 1959 market might not be out of place 
at this time. To judge the son, know the father. 

What kind of dad did 1960 have? He was a hefty bull 
certainly. During the 1959 market the Dow-Jones indus- 
trial average rose 95.71 points, or some 16.4%. But he was 
a seemingly capricious kind of bull; selective, as the mar- 
ket commentators like tc say. Had you bought 50 shares 
of United Fruit at the beginning of 1959, you would have 
seen your investment shrink 33% during the year. If, on 
the other hand, you had put the same amount of money 
in Ampex, you would have seen it grow 70%. 

It was not the kind of year when you could buy any 
good stock and count on making out well. The steels 
were strong. But the oils were consistently weak. So 
were even the best of the big aircrafts. General Motors 
rose only five points, or 10%. But General Electric rose 
20%4 points, or 26.5%. It was the kind of market that put 
a tremendous premium on growth. Minnesota Mining, a 
dean among growth stocks, 
climbed to a point where the 
market put a tag of $3 bil- 
lion on its 17 million shares. 
But it valued International 
Harvester at only $685 mil- 
lion even though Harvester 
had 29 times as much in 
sales and the same amount 
in total earnings as 3M. 

Capricious or not, it was 
a tough bull. It survived 
the 116-day, $6-billion steel 
strike. It rode fairly calmly 
through the so-called “peace 
seare.” It shrugged off dis- 
quieting disclosures of Rus- 
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sia’s scientific and economic progress and a world-wide 
crisis for the oils, its single biggest segment. Perhaps even 
more remarkable, it stood up to the kind of tight money 
situation which had helped tumble its 1957 predecessor. 

But for all its sinew, it was no longer a young bull 
market. It was a ripe ten years old. In fact, it was one 
of the oldest major bull markets on record and, not un- 
naturally, left many people wondering how much longer 
it could last. 

Which leads quite naturally to the $300 billion ques- 
tion: Does the stock market stand where it did in 1929. 
on the brink of the abyss? 

The answer, almost certainly, is no. 

The worriers can point, of course, to the fact that the 
DJI is close to twice as high as it was at the 1929 peak 
They can show that the total value of all Big Board 
stocks at year’s end had climbed to a huge $310 bil- 
lion—more than three times as much as in 1929. That 
yields and price/earnings ratios are close to where they 
were in 1929. They can argue that money is tight and 
bond prices temptingly low—as they also were in 1929 
They claim the public is in the market in a big way. 

Undoubtedly this shows that the market is high. It 
does not follow that the mar- 
ket is on the verge of another 
1929. The Dow-Jones indus- 
trials are nearly “twice as 
high” as in 1929. Twice as 
high in relation to what? In 
this respect, Forses statisti- 
cians have worked out some 
very enlightening compari- 
sons. In doing so they have 
gone beyond mere numbers 
and tried to analyze the 
statistics in terms of the cur- 
rent economic situation. You 
will find a summary of their 
findings in the box on the 
following page. 





What do they add up to? Take the market value of all 
stocks. At $310 billion it added up to about 63% of our 
Gross National Product for the year. In 1929 the $90 
billion worth of Big Board stocks came out to a much 
bigger 86% of a far smaller GNP. 

Remember, too, that the GNP is almost certain to pass 
the $500 billion mark in 1960; in terms of that kind of a 
national income, the present value of Big Board stocks 
would work out to only about 58% of the GNP. In other 
words, the total value of stocks has gone way up since 
1929, but not nearly as much as the GNP. 

Equally important is the fact that stocks are much 
more solidly held today than in 1929. A man who owns 
good stocks on the 90% mar- 
gins now currently required 
is not likely to be sold out 
even under the worst panic 
conditions. His predecessor 
in 1929, who owned stocks 
on 10% margin, could be 
wiped out in a single day’s 
trading. 

It is true that the $3 bil- 
lion in brokers’ loans out- 
standing at year’s end did 
not reflect the full amount 
of credit in the stock market; 
there are plenty of stocks 
held against general purpose 
loans. But neither did 1929’s 
official figure of $7.9 billion 
worth of brokers’ loans re- 
flect all the credit in the 
market. The important thing 
is that loans today represent 
a far smaller lien against 
stocks than they did 30 years 





are some 


Dow-Jones Industrials 
Dow-Jones Rails 
Dow-Jones Utilities 


Value of all 
Big Board Stocks 


Gross National Product 
Stock Values as 

% of GNP 
Price/earnings on DJ! 
Yield on DJl 
Brokers Loans 


Brokers Loans as % of 
listed stock values 


Annual turnover ratio 
of Big Board stocks 
Prime Interest Rate 


*FORBES estimate 





1929 VS. 1959 


How high is the stock market today? In terms 
of dollars and the common indices, it is a good 
deal higher than in 1929. But relative to the 
growth of the economy since then, the stock 
market is poy lower than in 1929. Here 


ey comparisons. 


the year. Last year, by contrast, turnover came to only 
15% of the listed total. In the case of General Motors, 
for example, only 7.5 million shares were traded out of 
more than 283 million outstanding. It is a safe bet 
that nine out of every ten shares passed 1959 quietly 
locked in someone’s strong box. 

Yes, the pessimists may say, but how about dividend 
yields and price/earnings ratios? Aren’t they at the same 
dizzy levels they reached in 1929? Perhaps they are— 
on paper. But remember that 1959 earnings and divi- 
dends were cut by the steel strike. Going out on a limb 
a bit, it is a fair bet that current prices on the DJI repre- 
sent a price/earnings ratio of about 15:1 in terms of rising 
1960 earnings as opposed to 
18.5 on 1959 earnings. 

Contrast this with 1929. In 
that year, earnings were on 
their way down, not up; in 
terms of 1930 earnings, 1929's 
September high represented 
a price/earnings ratio of 34.6. 
In other words, a more 
meaningful comparison of 
price/earnings ratios would 
stack a probable 15 times 
earnings for today’s market 
against 19.1 times at 1929's 
high-water mark. 

All in all, the stock mar- 
ket has certainly caught up 
with the improvements in 
our basic economic pros- 
pects. Gotten ahead of them 
perhaps in many cases. No 
question either but that there 
has been entirely too much 
foolish speculation by people 





1929 
High 
(Sept. 3) 


381.17 
189.11 
142.40 


1959 
High 
(Dec. 31) 


679.36 
154.05 
87.83 


$90 bil. 
$104 bil 


$310 bil.* 
$492 bil. 


85.9%, 63% 
19.1 18.5" 
3.3%, 3.0%,* 

$7.9 bil. $2.9 bil. 


8.8%, 1% 


119% 15% 
6% 5% 








ago. Not even a fairly severe 
market decline would necessarily snowball into the kind 
of panic that dropped the averages 24% in one week 
back in 1929. In fact, we do not even have today the 
excessive number of 25%-margin special subscription. and 
convertible debenture accounts that created so many air 
pockets in the market as recently as 1957. 

What about the claim that there is too much 
speculation by the uninformed public? Increased public 
participation we undoubtedly have, but who is to say 
that this is not healthy for our democracy? The point is 
that very little of it is on credit or for out-and-out 
speculation. Simply consider the turnover figures. In 
1929 Big Board trading for the year exceeded the total 
number of shares then listed. In other words, the aver- 
age share of stock changed hands more than once during 


who cannot afford it. Too 
many stocks have soared simply because they have some 
doubtful connection with electronics or Florida land de- 
velopment. But the market as a whole is fundamentally 
cheaper and sounder than in 1929. 

The moral? It is that the easy pickings are probably 
over. There are relatively few bargains around. Tight 
money is hurting, and tempting bond yields will exercise 
a progressively stronger drag on stock prices as the year 
progresses. Some people speculating unwisely on a shoe- 
string are going to be hurt. Hence a fairly stiff, but not 
prolonged, shakeout sometime this year is a strong 
possibility. 

But storm signals for another 1929 debacle are not 
flying. No businessman should order his affairs on the 
assumption that a real crash is coming. 
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Your family can’t get across on part of a bridge 


The average man has a wife and two children to sup- 
port. And not a lot of income left over at the end of 
the month. Should he die, what would happen to his 
family? What income would they have? 


What part of your present income would your fam- 
ily get? What part would your Social Security, insur- 
ance and other assets provide them? Would they be 
able to make out? 


They cannot live on half a meal, drive a piece of a 
car, pay part of the utility bills. They cannot buy half 
a pair of trousers, make do with one shoe. 

In short, they cannot cross the years on part of a 
bridge. What minimum income would your family 
need? What exactly would they get? What can you do 
about it? Ask an expert—your Metropolitan Man. 
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He can help you analyze your situation and will 
chart a program tailor-made for your family’s special 
individual protection. Best of all, the cost may well 
be less than you expect. 

Your Metropolitan Man works today with the widest 
selection of policies in Metropolitan’s history, with 
the newest and most flexible provisions and benefits. 

He can help you if you let him. There never was 
a better time. Call him now. 


Metropolitan Life 


INSURANCE COMPANY® 
A MUTUAL COMPANY 
1 MADISON AVE., NEW YORK 10, N.Y, 
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COMMUNICATIONS REPORT FROM WESTERN UNION 


WIREFAX*-NEW PUBLIC FACSIMILE 
SERVICE—NOW LINKING 5 MAJOR CITIES 


WIREFAX begins a new era of public communications. 
Now — virtually any document can be transmitted coast- 
to-coast in 6 minutes’ time with facsimile accuracy. 


nomical, efficient facsimile ser- 

vice is now available to the 
general public. Its creator: Western 
Union. Its name: Wirefax. 


[5 oR the very first time, an eco- 


LOGICAL extension of Western 
Union’s private facsimile serv- 
ices, used by thousands of 

American companies, Wirefax now 
brings these same advantages to the 
public in 5 major cities: New York, 
Washington, Chicago, Los Angeles, 
and San Francisco. For transmitting 
anything written, printed, or drawn, 
Wirefax is proving to be the fast, 
exact, economical answer. 


here’s what Western Union 


1 O SEND a document by Wirefax, 
does: (1) the document is first 


wrapped around a revolving drum; 
(2) an electronic “‘eye’’ scans the copy, 
then transmits it, line for line, dot for 
dot, to sensitized paper at the receiving 
end of the line. Copy received is an 
exact facsimile of the original. 


ow is the public now benefiting 
from this new kind of facsimile 
service? They’re now sending 
sketches, layouts, invoices, news 
stories, foreign language documents— 
and more—via Wirefax. Transmission 
time between 5 Wirefax cities trimmed 
from days to minutes! Expansion 
plans for Wirefax? In 5 cities today; 
in as many tomorrow as public 
demand requires. Wirefax—one more 
example of electronic written com- 
munications—advanced and devel- 

oped by Western Union. 
*Western Union Service Mark 


WESTERN UNION FINDS BETTER WAYS TO SPEED IT IN WRITING 
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STILL HOLDING 
OUT 


Lone Wolf Oilman Alfred 
Jacobsen is determined that 
Amerada shall not succumb 
to the merger trend which is 
sweeping the industry. 


IN THE considered view of many oil- 
men and Wall Streeters, the “independ- 
ent” oil producer has been on the way 
out ever since it became obvious a 
year or more ago that the world had 
too much oil for its immediate needs. 
Hence the wave of mergers in the oil 
industry. Such old-line crude pro- 
ducers as Houston Oil and Seaboard 
Oil merged with bigger companies 
and disappeared from the scene as 
independent companies. Even wealthy 
Superior Oil sought to merge with 
Texaco and was prevented from doing 
so only by Federal trustbusters. 

Through it all, however, one inde- 
pendent in particular has stood firm. 
He is shrewd, Danish-born Alfred 
Jacobsen, lone wolf boss of the highly 
successful Amerada Petroleum Corp.* 
Jacobsen has always preferred play- 
ing a lone hand. The industry trou- 
bles of recent months apparently have 
not lessened his determination. “We 
have,” said he last month, “no plans 
to go into marketing or refining or to 
merge with anyone.” Amerada, he 
made it clear, was not interested in 
corporate togetherness. It would con- 
tinue playing lone wolf. 

infallible Instinct. | Unquestionably 
Amerada had been the profit leader 
of the industry in days when crude 
was short and easily salable. High 
profit margins (averaging 24.8c on the 
sales dollar after taxes) and a seem- 
ingly infallible instinct for finding oil 
where others failed, had boomed 


* Amerada Poems Sup. Traded Byes. 
Recent price: Price range (1 
high, 10614; low, eh, oe (1959) : $2. o: 
ossaene ie coin ane p r share 
(1958 otal assets: $1 26 million. 
Ticker a. 
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Amerada’s stock to a point where for 
many years it was the No. One holding 
of many U.S. investment companies. 
As recently as 1955 its shares had a 
market value of close to $1 billion as 
against annual sales of just over $100 
million. 

But how could Jacobsen hope to sell 
Amerada’s crude now, at a time when 
many refining companies have more 
of their own crude than they can use? 
Jacobsen has never said much for 
publication. But he was making no 
secret last month of his conviction 
that Amerada can continue to find 
oil where others fail and find markets 
for it as well. 

To doubters, Jacobsen simply points 
out that the U.S. system of production 
favors the independent. To keep the 
market from being swamped, oil pro- 
ducing states limit the number of days 
wells can bring up crude. Pro-ration- 
ing the system is called. Currently in 
Texas, for example, oilmen are allowed 
to work their wells only ten days a 
month. The rationing is intended to 
limit total supply to the amount that 
can be sold profitably. But all pro- 
ducers and all fields in the state are 
subject to the same ration. Each well 


STRIKE IN THE LIBYAN DESERT: 
in a world with too much oil can a new strike be valuable? 


has its “ratable takings” and this 
applies to all producers in the field 
Hence a Jersey Standard affiliate can- 
not work its wells in Texas any more 
days than Amerada can. 

So, Jacobsen might argue, as long as 
the integrated companies cannot pro- 
duce all the oil they need, they will 
have to buy part of their supplies 
from independents. “Why, then,” asks 
Jacobsen, in effect, “spend money 
building refineries and financing gaso- 
line stations when finding and exploit- 
ing oil fields is the business we are 
best at?” 

How About Libya? More compli- 
cated, of course, is the question of 
Amerada’s rich new finds in Libya 
Jacobsen’s Libyan oil has no Texas 
Railroad Commission to guarantee it 
a market. It must compete on world 
markets with oil produced by such 
companiés as Jersey Standard and 
Gulf which are integrated from ex- 
ploration rig to gas pump. 

Here Jacobsen’s strategy is some- 
what different. It is, however, just as 
well-defined. To market his Libyan 
oil, Jacobsen can count on one fact 
The major companies know that they 
will have to make room for Libyan 
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crude in world markets—in effect, 
putting in a kind of pro-rationing 
system of their own (one reason why 
internationals like Jersey and Socony 
have gone into Libya). So Jacobson 
knows he will be able to find a market 
for his own North African crude. 
Whistling in the Dark? Is Alfred Ja- 
cobsen, the habitual lone wolf, just 
whistling in the dark? The most re- 
cent fiscal facts at least seemed to 
offer justification for his optimism. 
Last year, when the oil industry was 
having plenty of troubles, and when 
crude producers were especially up 
against it, Amerada managed to give 
its profits a healthy boost. Sources 
close to the company estimate it raised 
them better than 12% above 1958’s 
$22.5 million ($3.56 a share). Proof, if 
proof were needed, that Amerada is 
well equipped to continue standing 
alone in the oil business if anyone is. 


Not EvERY independent producer was 
as optimistic as Alfred Jacobsen. In 
Houston, in the very heart of the 
producer’s “oil country,” the Woodley 
Petroleum Co. early this month de- 
cided to give up going it alone, agreed 
to merge with integrated Pure Oil. 

For Pure, Woodley was a good buy. 
The producer’s output will add 9,300 
barrels to the 60,000 barrels a day Pure 
now produces, bringing the integrated 
company a big step closer to crude 
self-sufficiency. 





WELL-PLATED 
EARNINGS 


Among the railroads. which serve 
the highly industrialized, heavily 
tratticked Great Lakes region, the 
Nickel Plate is easily the best mon- 
eymoker. Year after year, Nickel 
Plate’s carrythrough of revenues to 
pretax net far exceeds the average 
of all roads serving the area. This 
despite bitter competition from 

such roads as the 

New York Central, 

Erie, and Delaware 
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have usually been right, though some- 


RAILROADS 


FAST TRACK 


Up against some of the bit- 
terest competition in U.S. 
railroading, one carrier, the 
Nickel Plate, consistently 
turns in a blue-chip showing. 


“Ir THIS keeps up,” quipped a Wall 
Street railroad buff late last month, 
“people will be calling it the Silver 
Plate.” In a tough year, the always 
well-ballasted Nickel Plate Railroad 
—formally known as the New York, 
Chicago & St. Louis Railroad*—had 
done it again. While rival roads 
serving the Great Lakes region were 
taking a beating, Nickel Plate was 
not merely holding its own despite 
the steel strike, but winning back 
some of the ground it had lost in re- 
cessionary 1958. 

Silver Plating. The Nickel Plate 
has long been a model of what such 
rival carriers as the N.Y. Central, the 
Erie and the Delaware & Hudson 
would like to become. By all odds 
(see chart) it is by far the most effi- 
cient railroad serving the Great 
Lakes area. What’s more, its 71.7% 
operating ratio last year makes it one 
of the most efficient in the entire in- 
dustry. 

Considering its traffic pattern, that 
is something of a surprise. For its 
big tonnage is not so very different 
from that of its Great Lakes compe- 
tition: steel, ore and autos are all big 
items. Yet when such traffic virtu- 
ally disappeared during the nearly 
four-month long steel strike, Nickel 
Plate continued to show a regular 
monthly profit, just as it had through- 
out the previous year. 

Thus last month Wall Street did 
not even have to wait for audited 
figures to put the seal of success on 
Nickel Plate’s year. By common 
consensus, Nickel Plate’s President 
Felix S. Hales was conceded to be 
closing his books on a year that would 
produce a net of about $12.9 million, 
or around $3.10 a share. That would 
be a 23% gain over 1958. Even after 
deducting 31c of that as a non-recur- 
ring tax adjustrnent, the Nickel Plate 
had obviously made a_ blue-chip 
showing in a year that had left weary 
rivals groggy. 

Apart from basic efficiency, the sil- 
ver plating on Hales’ outfit is a nice 
combination of factors: a compact 
2,170-mile route structure, a heavy 
share of the area’s high-revenue man- 


*New York, Chicago & St. Louis Railroad. 
Traded NYSE. Recent price: 33. Price range 
(1959-60): high, 3644; low 29%. a eend 
(1980) $2. Indicated 1960 ou 
ings per share (1958): Total ee: 
1.9 million. Ticker eel: NKP 


NICKEL PLATE’S HALES: 
his earnings are silver plated 


ufactured freight, little passenger 
traffic. Last year, in fact, passenger 
revenues accounted for less than 1.1% 
of Nickel Plate’s operating revenue. 
Like rival roads, Nickel Plate lost 
money on it, but its “fully allocated” 
passenger deficit ran to less than $3.5 
million. By contrast, the Central’s 
passenger deficit was perhaps $27 
million, the Erie’s approaching $9 
million. Thus where passenger losses 
ate up nearly 70% of Central’s and 
Erie’s freight hauling profits, it con- 
sumed only some 10% of Nickel 
Plate’s. 

Gentle Curves. Railroader Felix 
Hales prides himself on running his 
trains on schedule whether they carry 
a full load or not—an item of service 
not unnoticed by grateful shippers. 
In the past two years, Hales notes, his 
trains have too often been carrying 
only half their potential load. “It 
makes quite a difference,” he says, 
“whether you are hauling 75,000 or 
100,000 cars a month. There’s a 
breakeven point in this business, just 
as in any other.” 

The fact that Nickel Plate never 
really gets down to testing that point, 
and that there is so much room for 
carrying more traffic at moderate ad- 
ditional cost, is a point of continual 
fascination for Wall Street rail ana- 
lysts. That spells leverage. Not sur- 
prisingly, Nickel Plate is a road that 
always comes to mind when they ex- 
pect a bulge in carloadings. 

In compensation, Hales counts as 
unalloyed blessing one mitigating 
factor: that Nickel Plate’s track trav- 
erses relatively flat, easy country. 
“Not having tough grades and sharp 
curves,” he says with a grin, “sure 
helps.” Smooth in times of adversity, 
that makes for a fast track in the 
prosperous years. 
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them more confused than they had 


DISTILLERS 


A LACK OF 
TASTE ... 


..- For the taste buds, that is. 

Heublein’s success with taste- 

less vodka has imparted a 

very fine flavor to its annual 
reports, 


Joun Grtpert Martin, 54, president 
and largest shareholder of Heublein 
Inc. heads a relatively small (annual 
sales: $88 million) liquor company 
that manages to earn almost twice as 
large a return on its shareholders’ 
investment as the giant distillers (see 
chart). A friendly, inquisitive bon 
viveur, Martin makes no secret of how 
he does it. 

“It’s quite simple,” he said last 
month. “They’re in whiskey, I'm in 
vodka. They have to mature their 
stuff for four to eight years. I can sell 
mine the instant I’ve made it. So not 
only do I turn my money over that 
much faster, but I don’t have to 
guess market requirements years in 
advance.” 

Vodka, which accounts for most of 
Heublein’s sales, is simply neutral 
spirits filtered for extra purity through 
charcoal. Since 1954 people have been 
drinking more and more of it. U.S. 
consumption has soared from 3.6 mil- 
lion gallons in 1954 to an estimated 
17.5 million in 1959. A major reason 
for this is its lack of taste, for, as 
Martin argues rather sorrowfully: “A 
great many drinkers don’t like the 
taste of booze.” This makes life still 
easier for vodka distillers; unlike 
whiskey distillers, they do not have to 
guess public taste—whether for 


HEUBLEIN’S MARTIN: 
he needn’t guess the future 
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straights, blends, scotch or bourbon— 
years ahead. 

it All Tastes Alike. Since all vodka 
tastes the same (i.e., it doesn’t taste 
at all), it is something of a feat to sell 
one vodka at a higher price than 
another. Heublein has been extraor- 
dinarily clever at doing just that. 
Its leading brand, Smirnoff, is one 
that sells at a premium price (e.g., in 
New York State 100-proof Smirnoff 
sells at $5.10 a fifth vs. $4.85 for a 
comparable nationally distributed 
brand). Despite this, Heublein’s 
Smirnoff is still the biggest selling 
brand. “Smirnoff has status,” smiles 
a Heublein executive. Adds Martin: 
“We have deliberately kept the price 
high and poured the extra back into 
advertising.” 

Heublein’s second, cheaper brand 
of vodka, Relska, is also among the 
five leading brands. The difference 
between Relska and Smirnoff? “A 
very embarrassing question,” says 
Martin with a grin. “Shall we say it’s 
a difference in pricing policy?” 

Singing Jingles. Besides vodka, Heu- 
blein makes gin (Milshire), and sells 
imported wines (Harvey’s), scotch 
(Bell’s) and beers (Guinness, Bass). 
It has a growing luxury food division: 
A 1 sauce; Huntley & Palmer crackers; 
Grey-Poupon mustard; Artzner Foie 
Gras; Perrier water, beloved of the 
French smart set. It has made quite 
a splash among the moppet set with 
the singing jingles for its Maypo 
breakfast cereal. 

But vodka is still Heublein’s bread 
& butter. In the latest fiscal year it 
provided almost three quarters of 
Heublein’s sales. It also provided most 
of the company’s spectacular sales 
growth between 1952 and 1958 when 
total volume jumped from under $25 
million to nearly $90 million, and net 
per share (73% of the stock is owned 
by Heublein descendents) soared from 
54c to $1.73 in fiscal 1959. 

Smirnoff’s share of the growing mar- 
ket has dropped from a virtual mon- 
opoly in 1952 to some 28%-29°% in 
1959. “But it looks as if Smirnoff has 
bottomed out now,” says Martin. “Its 
share is rising slightly. It’s now about 
30%.” 

Not surprisingly, Heublein’s over-all 
growth slowed right down in 1958 
after competition in the vodka busi- 
ness began to heat up. But the food 
division, still small (8% of sales), has 
been making real progress, and Martin 
expects to see it become progressively 
more important. He also admits to be 
looking around for mergers, which he 
thinks might be a possible answer to 
the problem of Heublein’s excessive 
dependence on vodka. 

How Do You Say It? One question, 
however, Martin admits he cannot an- 


Heublein has consistently earned its 
shareholders o better return than 
the Goliaths of the distilling indus- 
try have theirs... 
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Seagrams 

...One reason: Heublein makes 
vodka. Unlike whiskey, vodka does 
not have to mature. Thus the big 
whiskey distillers have large assets 
idle in inventory, which Heublein 
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swer: how to pronounce “Heublein.” 
“The correct German way,” says he, 
“is Hoy-bline. Americanized it comes 
out Hue-bline. Our telephone girl at 
Hartford, Conn. says High-bline, and 
there’s not a thing I caa do about it.” 


BUILDING MATERIALS 


UNBLUSHING 
OPTIMISTS 


You could hardly call Ameri- 

can-Marietta’s bosses modest 

about’ their accomplish- 

ments. But, then, why should 
they be? 





“Consiper the turtle,” runs an old 
adage. “He makes no progress until 
he sticks his neck out.” Two men who 
have considered the turtle are Chair- 
man Grover Hermann and President 
Robert Pflaumer of Chicago’s bustling, 
$226.3 million (assets) American- 
Marietta Co.* Hermann and Pflaumer 
have rarely hesitated to predict busi- 
ness a full year ahead for their fast- 
growing company. Better yet, they 


*American-Marietta Co. Traded over-the- 

Recent price: 3844. Price range 

high, 46%; low, 32. Dividend 

: $1 plus 25% stock. Indicated 1960 pay- 

yy rnings per share (1958): $1.62 
Total assets. $228 3 million 
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earnings running 19.6% over the pre- 


have usually been right, though some- 
what on the cautious side. 

In their annual report to stock- 
holders, out later this month, Hermann 
and Pflaumer will again stick their 
necks out. Their predictions for 1960: 
sales of $362.7 million, up 13% from 
1959; profits of some $29 million, up a 
full 20%. Backing their optimism with 
hard cash, they have also announced 
a $30-million expansion program. 

Clear Crystal Ball. Are Pflaumer and 
Hermann being a little too brash in 
talking about a year which has barely 
begun? If the past is any guide, these 
official figures should be substantially 
surpassed. Never one to indulge in 
corporate false modesty, President 
Pflaumer agrees that they probably 
will be. “I'd say we're being pretty 
conservative in projecting just a 13% 
sales increase in the face of the esti- 
mates on total capital outlays we now 
have,” says he. 

Adds Pflaumer: “That sales estimate 
isn’t something we dream up at head- 
quarters, either. It’s based on what 
each division manager actually thinks 
he can do next year. They’re also the 
figures with which he’ll have to live 
for the next 12 months, and he knows 
they could come back to haunt him.” 

So far, Pflaumer’s and Hermann’s 
division managers have been singu- 
larly untroubled by failure of their 
predictions to come true. Their crystal 
balls have been remarkably unclouded. 
Take 1959, for example. Their original 
projections added up to $300 million 
sales, a 20% increase over 1958. The 
actual results: $323 million, up a 
whopping 28.8%. 

Who’s Complaining? There was a 
small fly in the latest predictions, 
however, so far as stockholders were 
cencerned. A-M’s net per share did 
not quite keep up with the over-all 
earnings increase. Thus total 1959 net 
approached $24 million, up a gallop- 
ing 37% from 1958. But per share net 
was up just 23.5%, to about $2 a share 
from an adjusted $1.62. The reason: 
Pflaumer and Hermann had to issue 
1.1 million new shares to pay for the 
latest stage of Anierican-Marietta’s 
never-ending acquisition program, 
which last year gobbled up six new 
subsidiaries. 

Pflaumer and Hermann do not par- 
ticularly like to issue new shares. But 
they argue that they have little choice. 
“Sure, we've used cash and debt 
when we could to buy companies,” 
says Pflaumer. “But we accede to the 
wishes of the selling stockholders, and 
they mostly want stock for tax pur- 
poses.” So long as A-M. management 
could continue to come up with the 
kind of profits it has in recent years, 
few stockholders were likely to com- 
plain. 
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A-M’S PFLAUMER: 
a prophesier of profits 


DEFENSE CONTRACTORS 


SHIFTING MIX 


For Bendix Aviation, profits 
depend as much on what is 
sold as on how much is sold. 
Last year’s product shifts 





were all to the good. 


IN THE complex world of Detroit's 
Bendix Aviation Corp.,* President 
Malcolm P. Ferguson sometimes has 
trouble keeping track of all his com- 
pany’s 1,000 products. As for stock- 
holders, even Ferguson’s extensive 
percentage breakdowns often leave 
- *Bendix Aviation Corp. Traded NYSE. Re- 
cent price: 7349. Price range (1959-60) : high, 
89; low, 61. Dividend (fiscal 1959): $2.40. In- 
dicated 1960 payout: $2.40. Earnings per share 


(fiscal 1959): $5.37. .7 mil- 


‘otal assets: 
lion. Ticker symbol: 4 





BENDIX’ FERGUSON: 
man of 1,000 products 





them more confused than they had 
been before studying them. 

Percentages & Profits. For those stock- 
holders careful enough to notice, how- 
ever, ‘it has lately been apparent that 
some important shifts have taken place 
in the company’s sales mix. Although 
Bendix customarily gets most of its 
volume from such defense sources as 
aircraft and missile components, it also 
does a big business in auto equipment. 
Malcolm Ferguson’s commercial pur- 
suits carry a higher margin of profit 
than his defense work. When civilian 
orders decline, Bendix gets hit hard in 
the pocketbook. 

That was what happened in fiscal 
1958. Given a poor auto year and a 
slump in other commercial lines, 
Ferguson was forced to report a 23% 
drop in net profit on a smaller 12% 
slide in sales. Significantly enough, 
Bendix’ proportion of defense sales 
hit a four-year peak of 73% of total 
volume. 

Last month, as Ferguson released 
his report for the fiscal year ended 
September 30, it was apparent that 
Bendix’ sales had shifted again—this 
time for the better. With defense down 
to 68% of sales and commercial up to 
32%, Bendix boosted its sales 10% 
to $683.8 million. But its net profit 
jumped 29% to $27.4 million. Fergu- 
son’s full-year net was but a shade 
below the all-time high $27.5 million 
he reported in 1957. “Sales of our 
automotive products,” observed Fer- 
guson happily, “were 38% greater than 
in the previous year.” 

Wheels Within Wheels. During fiscal 
1959, of course, there were wheels 
within wheels for Bendix. Its military 
business was undergoing some shifts 
of its own. In a year when many mili- 
tary planemakers were reporting lower 
sales, Ferguson actually turned in a 
slight increase. The reason: Bendix’ 
heavy commitment in missiles and 
electronics. The firm is prime con- 
tractor for the Talos ship-to-air and 
Eagle air-to-air missiles, has sub- 
contracts for many others and is deeply 
involved in several space projects, 
such as radio transmission by satellite 
and the Project Mercury man-in- 
space program. Says Ferguson: “Our 
growing missile and space business is 
tending to offset the decrease in the 
military aviation category.” 

Meanwhile, Ferguson can look for- 
ward with some encouragement on the 
commercial front. Most economists are 
projecting a sharp increase in con- 
sumer spending for autos during the 
year ahead. Thus, Ferguson could 
reasonably expect to report an even 
higher percentage of commercial sales 
during 1960 than in 1959 and, if things 
go as they have in the past, a new 
peak in profits as well. 
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THE NEW WORLD OF AMERICAN CAN 


The courts and the times threw the book at big, smug 
American Can Co. just a decade ago. That left Canco’s Bill 
Stolk with the knotty and costly problem of making customer- 
competition uneconomic and getting a late start in the 


very products that had been stealing its thunder. 


Going 


into the new decade, Canco seems to have succeeded at both. 


Atmost from the time American Can 
Co.* was created in 1901 from the 
amalgamation of over 60 small inde- 
pendent manufacturers, its presi- 
dency could have been considered the 
reward for the good life. Cans were 
the packaging material for foods, and 
the company had the lion’s share of the 
market all sewed up. The job repre- 
sented prestige, a fine salary, not too 
many headaches. 

Trouble in Paradise. Then on June 
22, 1950, consternation broke loose in 
this Paradise when a USS. district 
court in San Francisco handed down 
a new ruling. Canco could, it stated: 

® No longer exclusively lease its 
can-closing machinery (which in 
effect also forced customers to buy 
cans from the company), but had to 
sell it outright; 

e No longer give a preferential 
price (i.e., a quantity discount) to 
large customers but had to charge 
the same price to all. 

As stunned Canco officials heard 
the ruling read, point by point, all the 
pillars on which the company’s domi- 
nance rested went to smash. Sud- 
denly an heretical voice boomed out 
in the courtroom: “Best thing that 
ever happened to the company,” it 
proclaimed. “That'll shake ‘em up!” 
But even the speaker, William C. 
Stolk, was not to realize how much 
Canco would be shaken up until a 
year later when he himself was pre- 
cipitated into the presidency, no 
longer a job that anyone would call 
the reward for a good life. 

Stormy Weather. For most of the 
past nine years, Bill Stolk has been 
in a position of a man out for a row 
in a quiet lagoon, who suddenly finds 
himself swept out on a stormy ocean— 
rowing with one hand and bailing 
with the other, with the prevailing 
winds shifting suddenly and violent- 
ly, and erstwhile shorebound rivals 
roaring past in power boats. 

It has been a decade in which 
Stolk has had to watch his primary 
product, metal containers, shrink 
from 37% of consumer packaging ma- 
terials to only 32% and Canco’s share 
of that segment *":rink from over 50% 

*American Can Co. Traded NYSE. Recent 

rice: 4314. Price range (1959-60): high, 50%; 
ow, 4034. Dividend (1959): $2. Indicated 1 


ere: $2. Earnings per share (1958): $2.78. 
‘otal assets: $837.2 million. Tickersymbol: AC. 


Forses, JANUARY 15, 1960 


sumer to pay for convenience (in this 


to about 33%. From essentially one 
other company, his competitors grew 
to over a hundred. Canco’s sales 
pattern changed from 10-20 year ex- 
clusive contracts to bitter day-by-day 
battles. Moreover, the quantity dis- 
counts on the ‘arge amounts of tin 
plate that Canco bought from the steel 
companies tended to disappear as the 
competition heightened. Meanwhile 
Canco’s major rival, Continental Can, 
which company men once smugly con- 
sidered as “kept in business to keep 
the government off our backs,” easily 
forged ahead to grab the No. One spot 
in packaging materials wit a range 
that included glass, paper and plastic 
as well as metal. 

All in all. as Stolk freely admits, it 
was a frustrating decade. “It took us 
seven full years just to recover from 
the effects of the San Francisco deci- 
sion,” says Bill Stolk, “but, by forc- 
ing changes, it made us stronger than 
ever before.” 

Negative Assets. As Stolk closed 
his books last month for 1959, that 
claim looked valid. For all its des- 
perate bailing, between 1950 and 1958 
Canco still managed to virtually dou- 
ble its sales (to slightly oyer $1 bil- 
lion), raise its total net 36% to $46.4 
million. Before the steel strike last 
year, Canco was clearly headed for a 
new record, with six-month share 


AMERICAN CAN’S WILLIAM STOLK: 


rowing with one hand, bailing with 


earnings running 19.6% over the pre- 
vious year. The extended strike wiped 
out almost all of the gain, with full 
year earnings just slightly behind 
1958's. 

But for the coming decade, Canco 
seems to have found a way of living 
in its new world. To be sure, both 
Stolk’s markets and his company are 
still in a state of flux. He will readily 
admit that metal containers, which 
today still account for almost 70% of 
American Can’s approximately $1.1- 
billion sales volume, will never again 
enjoy their old dominance in pack- 
aging. In fact, ne predicts, they are 
due for further shrinkage in share of 
the total packaging market. More 
and more products will be moving 
out of metal into other materials— 
some of which may not yet exist. 

As the biggest producer of metal 
containers, where then does that 
leave American Can? In pretty good 
shape, says Stolk. Canco, he con- 
cedes, was late in diversifying into 
other packaging materials. “We could 
see the handwriting as well as any- 
body,” he says, “but we were too busy 
unscrambling our own problems to 
reach out for new ones.” 

Starting in 1956, Canco did pick up 
Bradley Container Corp. and Sun Tube 
Corp. (today, the Bradley-Sun divi- 
sion), which provided a solid toehold 
in plastic containers. Acquisition of 
Marathon Corp. and Dixie Cup, both 
in 1957, gave it a pre-eminent position 
in the paper and paperboard used for 
food wrapping and for commercial 
and domestic drinking cups. “Now,” 
says Stolk, “we’re ready for any 
shifts.” 

Fast Track. As Canco is all too well 
aware, it is no longer possible today 
to sit on top of a market and assume 
you can stay there as in the old days 
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American Can and Continental Can are not across-the-board 
competitors. Concan, for example, is not in paper cups, and 
Canco does not make glass containers. Where they do com- 
pete most directly — in tin cans — however, American Can is 
far and away the leader.* 

















“Things move too fast,” says William 
F. May, the vice president who heads 
up ,the big Canco (cans and milk 
containers) division. “Take liquid 
detergents. Five years ago, the prod- 
uct didn’t exist. We got them into 
cans—and they’ve already gone out 
into plastic.” 

Adds he: “We used to think of a 
can, or any other package, as just 
something to get the product to mar- 
ket in. Now the talk is about the 
‘friendly feel’ of a material, the ‘shop- 
per-stopper,’ the ‘fondle-ability.’ This 
packaging game is a helluva fast 
track, and it’s moving faster all the 
time.” 

That attitude alone is something 
relatively new for American Can, and 
certainly one that would not have 
been found there before 1950. The 
San Francisco decision really rocked 
the company on its heels just as Stolk 
had predicted it would. 

Customers to Competitors. That de- 
cision brought bitter times to Canco. 
Once it could no longer enforce its 
exclusive contracts, scores of Canco’s 
customers immediately threw part of 
their business to rival Continental. 
Other former customers, taking ad- 
vantage of their privilege to buy can- 
making machinery, set out to make 
their own cans. Between 1954 and 
1958 alone, packers increased their use 
of tin plate to make their own cans 
from approximately 500 million pounds 
to almost 1 billion pounds. “That whole 
trend,” says Stolk wryly, “came out 
of our hides, has cost us an average of 
$75 million in annual volume.” 

To staunch these losses, Canco cut 
prices—and has continued to cut 
them. Twice last year it reduced its 
quotes on seven basic types of food 
cans in a final effort to halt the swing 
—and knocked another $20 million 
off its volume. “But,” Stolk now says, 
“we don’t think we'll ever have to 
interfere with our profit margins 
again to stop self-manufacture.” 
Canco is now, he believes, at a point 
of efficiency in canmaking where self- 
manufacture is self-defeating. Al- 
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lowing both for actual production 
costs and the capitalization to do it 
effectively, mo processor, he says 
could make cans for less than they 
could be bought from Canco. 

No More Averages. Administrative 
changes at Canco in the last few years 
have a lot to do with that, Stolk 
insists. “It used to be easy to put 
up a new plant,” he says, “when you 
had a 20-year contract to guarantee 
its profitable operation. Everything 
was lumped under ‘average return.’ 
That’s like the commander who 


marched his troops across a stream 
whose average depth was four feet. 
They all drowned in the ten-foot- 
deep middle.” 

The competition that blooded forth 


on the heels of the antitrust decision 
exposed a lot of inefficiency at Canco. 
Since then, every plant has been put 
on an individually responsible basis, 


must justify its own costs and profits | 


—or heads roll. 

Probably as important has been 
Canco’s coil program. “For years,” 
says Canco’s boss with a wide grin, 
“it was called ‘Stolk’s Folly.’” 

Stolk had found himself pondering 
ways of reducing the biggest single 
cost item in making cans: the tin plate 
itself. Since 1950, prices of tin plate 
have risen 43%, while the price of a 
standard food can has been held to a 
lesser 32% rise. Canco considered go- 
ing into the steel business directly, 
dropped that idea fast when it found 
the cost would run over $900 million, 
more than Canco’s total assets. 

Then Canco’s directors toyed with 
the idea of buying into an existing 
steel mill—say for $200-million worth, 
or enough to call the pricing shots. 
Finally this idea, too, was dropped, 
since it was already obvious that the 
real future of packaging might lie in 
materials other than steel. 

Buying Savings. Finally, in 1956, 
Stolk revived an old idea. Canco, he 
proposed, would buy the plate in 
coils, itself doing the inspecting, siz- 
ing and sorting it had been paying 
the steel companies to do. So far 
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American Can has invested $32 mil- 
lion in this program, now has facilities 
equal to about 85% of its needs. 

This program is already paying off. 
On every “base box” of about 100 
pounds of sheet it handles this way, 
Canco saves somewhere between 15c 
and 25c (exact figures are secret). 
Since it uses some 43 million base 
boxes annually, that means minimum 
annual savings of between $7 million 
and $10 million over its former meth- 
od of buying steel. And since it is a 
rare independent packer who can af- 
ford this system, it is an effective 
counter to further self-manufacture. 

This, however, may be the last major 
investment Canco makes in steel proc- 
essing. Not that American Can, or 
Stolk, are yet ready to sell their big 
metal operation down the river; they 
aren’t. For one thing, though cans are 
expected to take a lesser share of the 
whole packaging market, in absolute 
numbers their use is expected to in- 
crease at least 20% by 1965. 

“Barring some really major devel- 
opment in plastics,” says Stolk, “it’s 
hard to figure how to beat the old 
fashioned tin can when it comes to big 
packs of peas, corn, any foods that 
must be cooked in the container—or 
for that matter, on convenience, stor- 
age and transportation.” 

Besides, he notes, as some products 
drift out of cans, others are shifting 
into them. One such: soft drinks. 
Bottlers (on account of the new 
equipment they would need) and deal- 
ers and consumers (on account of the 
price) have resisted any large scale 
conversion to cans. But Stolk believes 
in the growing willingness of the con- 


PACKAGING RESEARCH: 
some materials don’t exist yet 
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sumer to pay for convenience (in this 
case throwing out an empty can rather 
than having to return a bottle). Can- 
co’s production of pop cans, which has 
been increasing by 50% every year, last 
year reached almost 400 million units. 
Within a decade, Canco men predict, 
about 25% of the carbonated drinks 
sold will come clad in metal—for a 
total of something like 10 billion cans 
a year. Even a third of that potential 
would mean important business, since 
Canco now turns out about 20 billion 
cans annually of all types. 

Fighting It Out. Thus Stolk sees no 
danger that Canco’s big investment in 
the metal container business is going 
to waste. However great the inroads 
paper and plastic make on the total 
packaging market, says Stolk, mini- 
mum requirements for metal cans in a 
growing economy are bound to keep 
all Canco’s production lines busy for 
years. 

But at the same time, Stolk shows 
no enthusiasm for any great expan- 
sion in his canmaking capacity. “We 
only have to have the wisdom and the 
courage, when we realize that a given 
product should be packed in another 
material, to switch to that material. 
If necessary, we'll dismantle a can 
plant rather than fight it out simply 
because we have a can plant.” 

For even though Canco’s experts 
see an absolute increase of 20% in 
metal container volume by 1965, they 
see a far faster rate of growth for other 
materials. Paper food containers, for 
instance, are expected to just double 
their current volume in five years. 
Plastic containers, says Stolk, though 
they have the smallest present bite of 


TIN PLATE FOR BEER CANS: 
new products fill metal containers 
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MOUNTING PLATES FOR PRINTING: 


a package must be a “shopper-stopper,” too 


the total market, should more than 
double. And that, Stolk adds, “is just 
on the presently known plastics. New 
kinds, improvements in their handling, 
could raise that figure radically.” 

That is one big reason Stolk has in- 
sisted that American Can’s four key 
divisions—Canco, Marathon, Dixie 
and Bradley-Sun—remain autono- 
mous except for financial control from 
the top. Every division, in effect, is 
expected to fight to make its own spe- 
cialities the preferred material for any 
given use. 

By way of illustration, Stolk flips a 
blown-plastic bottle into the air. “De- 
tergents are definitely going into 
these,” he says. “Obviously the Canco 
division isn’t happy about losing the 
business. So why doesn’t Canco divi- 
sion simply make up the loss by turn- 
ing to the new plastics? Nope, it’s up 
to the division that can win on produc- 
ing and selling the product.” 

Set For All Winds. As far as Stolk 
is concerned, American Can is now 
set to move with any kind of packag- 
ing trend, even working with such 
presumably far afield materials as 
aluminum foil. Actually, Stolk sees a 
particularly bright future in packag- 
ing for aluminum, particularly in foil 
combinations. In fact, he hints, Canco 
is already able to give lessons in its 
use to the aluminum companies, and 
compete with anyone in laminated foil 
applications with no trouble. And, as 
one further hedge, American Can also 
has Sun Tube’s original specialty, col- 
lapsible metal tubes for such products 
as toothpaste. 

The only packaging material Ameri- 
can Can has not made itself a place in 
is glass. But Stolk is not concerned. 
For one thing, he notes, Continental is 
still fighting off a Justice Department 
action to force it to divest itself of 
glassmaking Hazel-Atlas. There 
would be, he suggests, no point in 
American Can’s climbing out on the 
same limb. For another, Canco ex- 
perts predict that the inroads plastics 
will make in packaging will be more 


at the expense of glass than of metal. 

In most other packaging fields, Can- 
co is fairly solidly established. Stolk 
maintains, for instance, that his Mara- 
thon division stands No. One in paper 
packaging of foods, just as Canco does 
in metal. Similarly, Stolk claims that 
his Dixie division is the hottest com- 
pany in the paper cup field, growing 
far faster than competitor Lily Tulip 

These boasts are hard to prove or 
disprove. Neither Canco nor its com- 
petitors break down sales into divi- 
sional components. Between them, 
however, Marathon and Dixie did 
close to $250 million in sales last year, 
which by any criteria ranks them well 
up among specialty paper makers. And 
by any standards, these divisions are 
faster growing and considerably more 
profitable than the metal lines. 

Target: Housewives. Valuable, too, is 
the fact that both Marathon and Dixie 
have direct consumer products to ex- 
ploit regardless of packaging trends 
Dixie, which claims its cups as the 
only package which ever gave its name 
to the packaged product, has been 
building sales steadily on increasing 
commercial, institutional, and vending 
business. Now it is putting new em- 
phasis on deeper penetration of the 
home market. Its paper cups, for ex- 
ample, are now being sold in perma- 
nent dispensers, the presumption be- 
ing that once a housewife gets a dis- 
penser on the wall, she keeps it filled 
Meanwhile, some of Dixie’s newer de- 
velopments (e.g., polyethylene-coated 
“hot cups”) are reportedly pulling in 
orders faster than the company can 
supply them. 

Similarly, Marathon has a _ bead 
drawn on consumers for its Northern 
brand of facial and toilet tissues. Ac- 
cording to Philip C. Sayres, the vice 
president who rides herd over the 
Marathon, Dixie and Bradley-Sun di- 
visions, Marathon’s brand is running 
third nationally, after only Scott’s and 
Kimberly-Clark’s. Until now most of 
Marathon’s line (except for its Wax- 
tex brand waxed paper) has never 
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sold on the eastern seaboard. But it 
is a strong No. Two in the big mid- 
western market and is making visible 
inroads on the West Coast. 

Who Needs to be First? Canco, how- 
ever, still has a way to go before it 
makes any real dent in the plastics 
market. Its smallish Bradley-Sun di- 
vision, which represents perhaps 2% 
of American Can’s total volume, gives 
it only a comfortable beachhead. 
Bradley was one of the pioneers in ex- 
truded plastic containers, once got 
into trouble because its orders outran 
its productive capacity. Over the 
years, it has learned a lot about how 
to use plastic materials for containers, 
actually developed a number of tech- 
niques that are now standard in the 
industry, and Stolk thinks that knowl- 
edge is now about to pay off. 

One such item is the new plastic 
detergent bottle. Stolk is not ruffled 
by the fact that big Owens-Illinois got 
to market first with that product. Nor 
is Sayres wary that, as a glass com- 
pany, Owens-Illinois already has a lot 
of knowhow in blown-bottle tech- 
niques. Says Sayres: “We’ve as much 
lead as anybody. The new materials 
simply do not act the same way as 
glass. Even Owens-Illinois has to learn 
to handle it in large quantities, at high 
speed and low cost. With our Brad- 
ley experience, we know a lot about 
that kind of container—and nobody 
in the world is better at producing 
container-making machinery than 
American Can.” 

Internal Shuffle. With such items, 
Stolk has the materials to make 
Canco a versatile packager. But he 
still has some tightening to do in 
his organization. Although Canco is 
conceded to have perhaps the best 
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In total sales last year, those bit- 
ter rivals American Can and Con- 
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research center in the packaging busi- 
ness, it was only last year that, for the 
first time, the company established a 
planned five-year research program. 
Until now, according to one Canco 
official, it was always a “yearly grab, 
depending on what budget could get 
approved.” 

Similarly, Canco has just set up its 
first long-range plan for capital ex- 
penditures, its first managernent de- 
velopment program. That latter is still 
a major problem for Canco. At the 
upper levels, titles are somewhat 
anomalous; there’s no clear No. Two 
man, and apparently all lines go di- 
rectly to Stolk. 

In part, this divisional autonomy has 
been pure necessity. Canco was well 
provided with old-line metal men, but 
had few who understood the problems 
of paper and plastic packaging. By the 
same token, the new men who came 
in with the companies Canco bought 
had little background in the older 
metal and fibre lines. 

New Breed of Boss. In the shuffle, a 
new breed of management man is 
emerging at Canco. Stolk himself, 
however, is somewhat typical of the 
old-line Canco officer, although con- 
siderably less parochial than used to be 
standard. Now 59, he’s been with the 
company since he was 16, starting as a 
timekeeper and switching to sales 
after a few, years. He went up en- 
tirely through the sales department 
until he became executive vice presi- 
dent in 1949, president in 1951. Can- 
co’s tradition of coming up through 
the ranks is still strong, but less rigid 
than formerly. 

Thus the two ranking “line” officers 
after Stolk—May of the Canco division 
and Sayres of Marathon, Dixie and 
Bradley-Sun—are more typical of the 
new breed. Sayres, now 55 years old, 
is one of the very few who have come 
in at a high level from outside. He 
came to Canco in 1956 from Bristol- 
Myers, where he had been executive 
vice president, took over the more 
“promotional” business represented by 
Marathon and Dixie. 

May, closer to Canco tradition, is 
also a newer version. Now only 44, he 
started with the company at 23, spent 
his first eight years as a research 
chemist. In the past 13 years, he has 
run the company’s big lithographing 
and design department, been superin- 
tendant of manufacturing at two big 
plant complexes, handled industrial 
relations, been assistant to the vice 
president for sales, vice president for 
administration, finally last year be- 
coming vice president in charge of the 
big Canco division. 

Making Potential Pay. All in all, 
Canco now has the potentials. The job 
is to translate them into real gains. 
Over the 1953-58 period, sales have 
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CAN SPOT-INSPECTION: 
20 billion a year 


increased 57%, net profit 51%. But at 
the same time, because of the 44% rise 
in outstanding stock to pay for acqui- 
sitions, net per share has crept up only 
from $2.56 to $2.78 in 1958, a few 
cents lower in 1959, and still well be- 
low the $3.17 per share earned in 1950, 
before the full impact of the antitrust 
decision. 

Now that Canco is hitting a good 
pace again, Stolk expects it to con- 
tinue its growth rate of the past five 
years without further dilution. Riot- 
ous profitability, however, he does not 
anticipate. Instead, he says, he will 
be glad to settle for a 5% return on 
sales. “That’s tough to do in this busi- 
ness.” Yet he notes happily that Can- 
co’s 4.5% net profit margin in 1958 
was “somewhat better” than rival 
Continental’s 3.8% return on its larger 
volume, 

One thing Canco does not do: re- 
lease official projections. But it has 
some, and here’s how some highly un- 
official inside expectations shape up. 
Right now, metal cans represent sales 
of approximately $700 million a year. 
A decade from now, they are expected 
to gross some 30% or more, or over 
$900 million. Yet by that date, metal 
products should represent not much 
more than a third of Canco’s total 
sales. By 1970 they are expected to 
range somewhere between $2.5 billion 
and $3 billion. 

That will take some doing, but 
Stolk gives every indication that Can- 
co means to do it. If so, he will at last 
have full warrant for his judgment of 
a decade ago that Canco’s traumatic 
awakening was indeed the best thing 
that ever happened to it. 
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AUTOS 


A FIRST-PLACE 
FINISH 


Everything, including the steel 


strike, combined in 1959 to 
aes 


push Ford ahead o 
rival GM in seve 
measures of tna oom 


Present Henry Ford II and Chair- 
man Ernest R. Breech, the smooth- 
working tandem who run famed old 
Ford Motor Co.,* have made no se- 
cret of their determination some day 
to close the gap between Ford and 
General Motors. As Ford and Breech 
closed the books on 1959 last month, 
they could look back on no small 
amount of progress. 

Ford was still well behind GM in 
sales; its 1959 volume amounted to 
barely half of its rival’s estimated $10.5 
billion. But for the second time in 
three years Ford’s bellwether Ford 
line had wrested sales leadership from 
Chevrolet. Better yet, for the first 
time since Ford’s finances have been 
publicly reported, the crown prince 
was netting a trifle more on each dol- 
lar of sales than the king (see chart). 

It was true, of course, that Ford had 


*Ford Motor Co. Traded NYSE. Recent 
rice: 9249. Price range (1959-60) : high, 9342 

ow, 5034. Dividend (1959): $2.80. Indicated 
1960 payout: $2.80. Earnin Ss per share : 
oe. Otal assets: $3 billion. Ticker aie 


— FORD CATCHES UP — 


For years Ford Motor has been earn- 
ing a smaller profit on the sales dol- 
lar than General Motors. Last year, 
however, Ford just about closed the 
gop in margins, actually forged 
ahead in the percentage of sales 
brought down to net. One reason: 
the end of heavy charges against 
income resulting from Ford's huge 
capital outlays for expansion. 
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1960 FALCON ON NEW FORD ASSEMBLY SYSTEM: 


not been so badly crippled by the steel 
strike as GM. Producing a full 50% of 
its own steel needs, Ford was able to 
keep its assembly plants at least limp- 
ing along for weeks when GM was all 
but shut down. It remained to be seen 
whether Ford could stay ahead in 1960. 
But for one year at least, Ford, with 
a probable return on equity of 18% 
or so, had slipped ahead of GM (es- 
timated 1959 return: 16.4%) on this 
fundamental measure of profitability. 

High Volume. It was a brilliant 
comeback from dismal 1958, when 
Ford earned only $1.75 a share vs. 
last year’s estimated $8.50. How had 
Henry Ford done it? First, he had 
attained the volume needed to spread 
his overhead. “No question about it,” 
declares a Ford aide, “the volume 
pickup has been the big booster. 
Without volume, the best econo- 
mies simply don’t show.” With output 
of some 1,745,000 cars, Ford pro- 
duced fully 31.2% of the national total, 
its highest-ever market penetration. 

But hidden in Henry Ford's balance 
sheet was another big “kicker”: a 
sharp drop in capital expenditures. In 
1957 Ford laid out a whopping $328.7 
million to complete its ten-year ex- 
pansion program. In 1958 it spent just 
$89.7 million in expansion money, 
stayed under $100 million last year. 

Gone with the big capital outlays 
were a host of associated expenses: 
new plant start-up costs and other 
charges against income. “These ex- 
penses,” admits a company money- 
man, “ran more than 10% of the capi- 
tal outlays themselves.” In a year 
such as 1956, when Ford spent $486.9 
million on new facilities, this meant 
special charges of $50 million, or al- 
most a dollar a share, pretax, against 
net. 

Also helping earnings last year: the 
fact that amortization of the special 
tools for Ford’s new plant was off 
sharply in 1959. 

The Future. It bodes well for future 
profits, too, that Ford’s capital spend- 


did the crown prince top the king? 


ing has probably leveled off for good. 
Says the moneyman: “Our capital 
budget for 1960 will probably be about 
the same as 1959’s. Barring a tech- 
nological revolution which would re- 
quire extensive new facilities, we see 
no sharp increases for several years 
to come.” 

Which means—given that all-im- 
portant volume—that Ford’s earnings 
statements are likely to make con- 
tinued pleasant reading for stockhold- 
ers in 1960. At least they will not be 
penalized by expansion costs. The 
necessary volume, moreover, appears 
to be forthcoming this year. Declared 
Henry Ford himself: “A combination 
of high economic activity and good 
public reception could push new-car 
sales above the 7 million figure.” 
If Ford’s prediction comes true, 1960 
will prove to be the second best auto 
year ever. 


AIRCRAFT PARTS 


PACKAGER IN 
A PINCH 


Rohr Aircraft hitched a prof- 

itable ride as a supplier to the 

aircraft industry. But with 

the aircraft makers facing 

rough winds, Rohr is taking 
its bumps. 





“In THIs business,” explains President 
James Erston Rheim of Rohr Aircraft 
Corp.,* “our biggest competitors are 
our customers themselves. We simply 
have to convince them that we can 
turn out a product for less money 
than they can.” By hammering away 
at just this sales pitch, Rheim and 


*Rohr Aircraft Corp. Traded NYSE. Re- 
cent rice: 16%. Price range (1959-60): high, 
ow, 16. Dividend (fiscal 1959) : 98c. Indi- 
cated 1960 yout: $1. Earnings per share 
(fiscal 1959): $2.59. Total assets $102.7 
million. Ticker symbol: RHR 
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Chairman Fred H. Rohr have built 
Rohr Aircraft into a good-sized (fiscal 
1959 sales: $191 million) supplier to 
the aircraft industry. Now the U.S.’ 
largest maker of “power packages” 
(aircraft engine pods), the Chula 
Vista, Calif. company has raised its 
sales a surprising 127% in just four 
years. 

Yet to prove to customers that it 
is cheaper to buy power packages 
than make them, Rheim and Rohr 
must price their product close to cost. 
That means they must count on get- 
ting long production runs to show a 
good profit. Lately Rheim and Rohr 
have had little luck in this respect. 
Production runs on military planes 
have shortened, and sales of com- 
mercial jets and turboprops have been 
disappointingly few. Thus, both Rohr 
and its customers have been in a profits 
pinch. “We’re in about the same posi- 
tion as the planemakers,” says Rheim. 
“It just took a little longer for things 
to catch up with us.” 

The Penalty of Progress. Things were 
catching up fast indeed with Rohr 
Aircraft. For fiscal 1959 (ended July 
31) its sales were up 30% (to $191.3 
million), but pretax profit was down 
36% (to $5.1 million). Then last 
month Rheim and Rohr reported a 
28% rise in sales (to $50.1 million) for 
the first quarter of fiscal 1960, but a 
further 46% slide in‘ pretax profit (to 
$443,000). 

Actually, Rohr Aircraft’s margins 
have been steadily shrinking ever 
since 1955. Where Rheim and Rohr 
could once count on well over 9c 
operating income per dollar of sales, 
they now bring in only about half that 
much. The shorter production runs, of 
course, hurt. But the situation was 
further complicated by the repeated 
introduction of new aircraft types and 
resultant increased costs for tooling 
and engineering. In the past three 
years, Rohr has developed more new 
power packages than it did in the en- 
tire previous decade. 

Businessman’s Risk. The big hope at 
Chula Vista these days is that the 
airlines will step up their buying of 
commercial aircraft. Rheim and Rohr 
now obtain more than two thirds of 
their business from such commercial 
airliners as the Boeing 707, the Lock- 
heed Electra and the Convair 880. If 
new orders for these planes don’t come 
through in quantity, the big subcon- 
tractor may well be in trouble a year 
from now. 

Rheim himself, accustomed to weigh- 
ing such risks, believes that new 
commercial aircraft orders are in the 
cards. Says he: “We hope by 1961 
to have most of our difficulties behind 
us and be merrily on our way.” But 
so far he admits that it is just a hope. 
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ROHR’S RHEIM: 
e faced a crucial year 


TOBACCO 


AMERICAN’S 
FILTER TROUBLES 


Remember how good Ameri- 

can Tobacco used to look? 

Its share of the cigarette mar- 

ket has been slipping. But 

Pall Mall is helping to re- 
verse the trend. 


For TOBACCO MEN, their advertising 
agencies and their Wall Street follow- 
ers, the annual State of the Union 
message comes a bit early. It comes, 
in fact, around Christmas Day, when 
Industry Pundit Harry Wootten un- 
veils his annual analysis of tobacco- 
dom. For some tobacco men last month 
Wootten’s 1959 report held a good 
measure of Christmas cheer. But for 
others, Paul Hahn’s American Tobacco 
Co.* prominently among them, it was 
more like a lump of coal in the Christ- 
mas stocking. 

*American Tobacco Co. Traded NYSE. Re- 
cent price: 107. Price range (1959-60): high, 
109%%; low, 90. Dividend (1959): $5. Indica 
1960 payout: $5. Earnings r share (1958): 


$8.55. ‘otal assets: $795.6 million. Ticker 
symbol: AT. 


e—=THAT VITAL SHARE-OF-MARKET — 


Among branded goods produc- 
ers, no index of competitive posi- 
tion is more closely watched 
than the figure which shows their 
share of the total market. 


1954 1959 1954 1959 
Market Market Position Position 
Share Share 


American Tobacco 32.7% 25.3% 1 
Reynolds 24.7 29.46 
Liggett & Myers 166 13.5 

P. Lorillard 62 10.8 
Philip Morris 8.9 9.4 
Brown& Williamson 9.7 10.4 
(privately-owned) 

Source: Harry Wootten 











Wootten’s 1959 windup showed that 
the onetime top cigarette maker had 
slipped again. Selling 32.7% of the 
cigarette market just five years ago, 
American’s share was down to 25.3% 
last year (vs. 25.8% in 1958). 

What was ailing American? Chiefly, 
it was the fact that Paul Hahn has 
never been able to gain a firm foothold 
in the still-growing filter market, 
which now accounts for just over half 
of all smokes sold. 

Last year Reynolds’ Salem boomed 
ahead 48% to grab third spot among 
all filters (still out front: Reynolds’ 
Winston, Lorillard’s Kent). Hahn, by 
contrast, just about gave up at last on 
his ill-fated Hit Parade entry. He 
dropped the lavish song-and-dance 
TV show which had plugged it, saw 
sales plummet to a trifling 1.5 billion. 
At that point it was embarrassingly 
outsold by Brown & Williamson’s new 
Life, on the market just three months. 

Burning Both Ends. Actually, all was 
not black. American’s king-sized Pall 
Mall (“You can light either end,” 
whisper the ad_) was doing very well. 
Smokers who prefer to burn their 
cigarettes at both ends lit up some 63 
billion last year. Result: American’s 
Pall Mall threatened to displace 
Reynolds’ Camel as No. One seller 
among all brands, at year’s end was 
trailing Camel by a mere 2 billion. 

But even as Pall Mall boomed along, 
smokers apparently saw little merit in 
American’s claim for Lucky Strike 
that “Luckies still do” taste like a 
cigarette. Sales of Luckies fell an- 
other 2.7 billion to 44.5 billion. Still 
an unknown quantity: American’s 
new mentholated Riviera, which was 
undergoing market-testing at year’s 
end. It faces competition from two 
other recent debutants: Lorillard’s 
Spring, Philip Morris’ Alpine. 

Yet from another viewpoint, Hahn 
was not doing too badly. For 1959’s 
first nine months, American’s profits 
gained 9.8% on a 5.7% sales pickup. 
Full year net should reach $9.25 a 
share, up 8% from 1958’s $8.55. And 
Hahn has kept profits growing steadily 
on minuscule sales gains. 

Bigger Pie, Smaller Slices. But is an 
ever-smaller share of an ever-larger 
pie enough? So long as the pie con- 
tinues to grow, perhaps it is nothing 
to complain about. But what if the 
total market stops growing? Or sup- 
posing American never does get a 
good foothold in filters? In the end, 
American’s fiscal health will depend 
on Hahn’s ability to reverse the un- 
favorable share-of-the-market trend. 

Can he reverse it? Hahn and his 
directors seemed to have few doubts. 
At year’s end they voted to split 
American’s stock 2-for-1, planned a 
15¢ increase in the quarterly dividend. 
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Morale goes up...costs down... 
when workers are seated in GF Goodform chairs 


“Improved working comfort”, says Dr. Richard 
Wallen, industrial psychologist of Personnel 
Research & Development Corp., “can be accom- 
panied by an increase in worker productivity. 
When fatigue no longer leads to time spent away 
from the desk, workers will be more efficient. 
Properly planned and engineered equipment can 
decrease costs.” 

An excellent way to boost morale and increase 
productivity in your office is to select Goodform 
chairs. They provide maximum comfort because 
they're adjustable to each user, regardless of size 


or weight. Goodform chairs are products of General 
Fireproofing — manufacturers of the world’s most 
complete line of business furniture. GF also offers 
complete planning, design and decorator services 
that take into consideration, not just space util- 
ization and work flow, but the many human factors 
that make for efficiency. 


An informative booklet, “PLAN To Prorit From 
Your OFFIceE INVESTMENT”, is yours for the 
asking. Just call your GF branch or dealer, 
or write The General Fireproofing Co., Dept. G-20, 
Youngstown 1, Ohio. 


GENERAL FIREPROOFING 
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METAL BUSINESS FURNITURE 
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The FIRST 


NATIONAL CITY BANK 
of New York 


Head Office: 55 Wall Street, New York 


168 Branches, Offices & Affiliates Throughout the World 
85 in Greater New York 83 in 28 Countries Overseas 
eeeoee3seseeeeeeeeeeeeeeeee @ 


Statement of Condition as of December 31, 1959 


ASSETS 
Cash anD Due From Banks. $1 ,949,570,903 
1 036,326,888 
436,123,764 
103,904,564 
4,416,286,600 
80,952,598 
18,600,000 
7,000,000 
63,899,129 
1,545,449 
8,969,644 


$8,123,179,539 


United States GovERNMENT OBLIGATIONS . 
STaTE AND Municipat SEcuRITIES. 

OTHER SECURITIES 

Loans ; Sorin s 
CusToMERs’ ancient Piste 

Feperat Reserve Bank Stock ? 
INTERNATIONAL BANKING CORPORATION . 
Bank Premises, FURNITURE AND EQuiPMENT . 
Items IN TRANSIT WITH OVERSEAS BRANCHES . 
Oruer ASSETS 


Total 


LIABILITIES 
ag ea ee $7,103,582,539 
91,461,490 
6,058,600 
100,000,000 


LIABILITY ON ACCEPTANCES AND BILLs 
ForeicN Funps Borrowep . 
Bitts PAYABLE . 


RESERVES: 
UNEARNED INCOME 39,426,241 
44,760,511 


8,280,000 


TAXES AND AccruEeD EXPENSES . 
DiviDEND 


SHAREHOLDERS’ Equity: 
CAPITAL 
(12,000,000 Shares- $20 Par) 


$240,000 ,000 
Surplus . ; 380,000,000 
Unpivipep Prorits 109,610,158 


Total 


729,610,158 
$8,123,179,539 


Figures of Overseas Branches are as of December 23. 
$556,109,015 of United States Government Obligations and $9,699,170 of 
other assets are pledged to secure Public and Trust Deposits and for other 

purposes required or permitted by law. 
Member Federal Deposit Insurance Corporation 








Affiliate of The First National City Bank of New York for separate 
ministration of trust functions 


FIRST NATIONAL CITY TRUST COMPANY 
Head Office: 22 William Street, New York 
Capital Funds $35,499,387 





We shall be glad to send, upon request, a complete copy of the 1959 ‘Re 
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FLOOD FROM 
THE SAHARA 


In a world already surfeited 
with crude, France is using 
everything.in the book to see 
that its new Algerian oil 
doesn’t go to the end of the 


line. 


Four years ago, oilmen were fond of 
referring to Algeria as a “sleeping 
giant” which was awakening. Out on 
the burning sands of the Sahara, 
French crews were bringing in gusher 
after gusher of the “big oil” usually 
found in the Middle East. American 
oilmen, as they elbowed each other 
aside for exploration permits, were 
every bit as enthusiastic as the French 
about the future of the giant. 

The Giant's Fist. By last month, the 
giant not orily was fully awake, he 
was throwing his weight around in 
very disconcerting fashion. At a time 
when oilmen thought they might be 
on the verge of soaking up the world- 
wide oversupply of crude oil, the 
Saharan giant had loosed a fresh 
new flood of crude. 

The government of General Charles 
de Gaulle made it clear it expected to 
use Algerian oil to replace Arabian 
crude in the home market. The new 
oil, Paris made sure, was going to the 
head of the line, not to the rear. As 
a first step in that direction, the gov- 
ernment let it be known that it would 
buy at least 60% of the stock of the 
French refining-marketing affiliate of 
the California Texas Corp. (Caltex is 
owned by Texaco and Standard of 
California.) 


ALGERIAN OIL WELL: 
an awakened giant 
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Closing the Common Market. But 
that was not all. The French were 
putting pressure on other oilmen in 
France to change from Middle East 
to North African crude. This year, 
for example, the Royal Dutch/Shell 
Group will use roughly 23.1 million 
barrels of Algerian crude and is be- 
lieved to have agreed under pressure 
from de Gaulle’s ministers to take 
another 15 million barrels. The re- 
maining 61.6 million barrels which the 
French expect to produce next year 
probably will be pressed on Jersey, 
Socony Mobil and other companies. 
Unless Jersey and Socony wish to 
dump the Algerian oi) in the ocean, 
they will have no choice but to divert 
some of the Arabian crude which they 
customarily sell in France and offer 
it on already glutted world markets. 

Even that, however, was not the 
end of French maneuvers. Oilmen 
long have cast fond eyes at the new 
European Common Market (West 
Germany, Italy, the Netherlands, 
Belgium, France and Luxembourg) 
which even now is burning up about 
1.2 million barrels of Middle East oil a 
day. By 1965, this demand is expected 
by experts to double. But France’s 
Ministry of Commerce and Industries 
was moving to get first claim on this 
market. Using their considerable in- 
fluence in Common Market councils, 
they demanded that excise duties be 
slapped on all oil products refined 
in Common Market countries unless 
the crude was produced in Com- 
munity nations or Algeria. Since 
Europe itself produces little oil, that 
would mean, for all practical purposes, 
that Algerian oil would get first crack 
at the fast growing market, 

Adding to Algeria’s effect on world 
markets was the fact that the Sahara 
crudes are light and so more suited 
for gasoline than for fuel oil. But it 
is fuel oil that France mainly uses. 
Thus if the French refine, say, 385 
million barrels of oil, they will end up 
with a surplus of 77-million barrels of 
gasoline and a shortage of roughly 
that much fuel oil. So European 
marketers will have the added prob- 
lem of finding a market for all that 
refined gasoline at the very time they 
are importing more fuel oils. 

Texas to Arabia to France. What 
could international oilmen do to chan- 
nel the oily flood from the Sahara? 
Probably very little. Certainly they 
will have their hands full, con- 
sidering France’s strong bargaining 
position. Summed up London’s au- 
thoritative Economist: “The major oil 
companies have encountered nation- 
alism from Texas to Arabia. But they 
have seldom had to deal with a host 
government as sophisticated and as 
single-minded as this one.” 


FRANCE’S DE GAULLE: 
in the oil business now 


ROCK ’N’ ROLL & 
CYBERNETICS 


For Britain’s Electric & Mu- 
sical Industries, phonograph 
records, both raucous and 
mellow, help finance a wide- 
ranging electronics complex. 


As a bump-and-grind rock 'n’ roller, 
Britain’s young Cliff Richard ap- 
peals more to the United Kingdom’s 
blue jean and leather jacket set than 
he does to British Industrialist Jo- 
seph Flawith Lockwood. But financial- 
ly, Lockwood loves his Cockney Elvis 
Presley. Cliff Richards’ recent record, 
“Living Doll,” sold more than 1 mil- 
lion copies in England. Allowing for 
the differences in population and in- 
come levels, that would be roughly 
equivalent to a 4-million copy sale in 
the U.S. To’ Lockwood, who runs Eng- 
land’s Electric & Musical Industries,* 
the company that made the record, 
every raucous note had the sound of 
pure gold. 

But best-selling singers, with side- 
burns and without, are no novelty for 
EMI. Under contract to EMI subsidi- 
aries are such popular artists as Frank 
Sinatra and Dinah Shore. Operating 
behind a large number of labels (Cap- 
itol and Angel in the U.S., Columbia, 
HMV and a half-dozen others in Eng- 
land and on the continent), EMI is 
probably the world’s largest manufac- 


*Electric & Musical Industries. Traded 

YSE. Recent price: 124%. Price range 
(1959) : high, 12%: low, 6%4. Dividend (1959) 
19c. Indicated 1 sevens: 20c. Earnings per 
share (1959): 70c. Total assets: $118 million 
Ticker symbol: EMI 
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turer of phonograph records.+ Last 
year alone it sold nearly $100 million 
worth. 

That vould be enough for most 
companies. But EMI is also one of 
Britain’s leading electronics compan- 
ies. A competitor, not without envy, 
has called it a “weird mixture of rock 
’n’ roll and cybernetics.” The descrip- 
tion is fairly apt. EMI’s EMIDEC com- 
puters were Britain’s first all-transis- 
tor “brains.” Its electronic controls 
run machine tools even for U.S. com- 
panies, thanks to EMI’s selling agree- 
ment with Cincinnati Milling Machine 
Co. It sells worldwide such domestic 
appliances as electric irons, fan con- 
vector heaters. EMI broadcast equip- 
ment is widely used in Western Eu- 
rope as well as in England by the BBC 
and burgeoning commercial television. 
All those tributary streams last year 
poured some $185 million in sales into 
the London company and a comfort- 
able $6.3 million in net profit. 

The Lockwood Revolution. It was not 
always thus at EMI. As recently as 
1954, the company earned just 19c a 
common share. Its shares, which last 
month sold at 11344 on New York’s Big 
Board, were going for as little as 1%. 
That was before what old company 
hands call “the Lockwood Revolution.” 

Lockwood was brought in by EMI’s 
worried directors in 1954. He knew 
little enough about popular singers or 
electronics; he had spent the previous 
30 years as a flour miller. But his 
side work with the government’s Na- 
tional Research Development Corp. 
impressed EMI directors with his 
ability as an administrator with a flair 
for understanding science. 


*RCA and Columbia are larger in the U.S. 
but they do little selling overseas. 


Lockwood found EMI's affairs in a 
mess. As he later told friends: “For 
the first six months, I wished I hadn’t 
accepted.” For the best part of a year, 
he just asked questions—and then 
started housecleaning. Among other 
things he decided to drop money- 
losing direct U.K. manufacture of 
radio and TV sets. He salvaged this 
operation, however, by selling the 
famous HMV and Marconiphone trade 
names to rival Thorn Electrical Indus- 
tries in exchange for an interest in a 
new combined company. Lockwood 
also decided to pin his electronics re- 
search effort on the then-tiny indus- 
trial and entertainment market, in- 
stead of relying, as did most other 
manufacturers, on defense contracts 
handed out by the government. 

Invasion of the U.S. To back up the 
record side, Lockwood made what 
at first seemed a thoroughly risky 
move. In 1955 he bought control of 
the U.S.’ Capitol Records, an outfit 
that was fighting a stiff battle with 
wealthy giants RCA and Columbia in 
the heated record race. Lockwood had 
faith in able U.S. Recordman Glenn 
Wallichs as boss of Capitol, gave him 
a free hand. 

Capitol burgeoned. With EMI re- 
sources, plus the availability for issu- 
ance in the U.S. of EMI recordings, 
Wallichs was now able to bat in the 
same league as his big competitors. In 
just four years Capitol’s sales doubled, 
to some $50 million, its profits trebled, 
Last year it ran a close third to leaders 
Columbia Records and RCA Victor in 
the U.S. market. 

Capitol turned out to be highly 
profitable for the parent company. In 
fiscal 1959 Capitol accounted for 26% 
of EMI’s sales and 39% of its profits. 


CAPITOL’S WALLICHS (r) & EXCLUSIVE RECORDER DINAH SHORE: 
also computers, controls and electric irons 
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EM’’S LOCKWOOD: 
cash in cacophony 


It showed a return of some 33% on 
EMI's original investment. 

Rock ‘n’ Roll & Computers. For an 
electronics manufacturer, this is a very 
considerable asset. Cliff Richard and 
the rest of the recording artists in 
effect help earn the cash for EMI's 
costly developments in advanced elec- 
tronics, where initial losses are hard 
to avoid. 

The growth of EMI’s electronics on 
pure volume has been almost as great 
as that of the records. Nor is EMI 
solely dependent on the British mar- 
ket. More than 70% of EMI's total 
sales today are made outside the 
United Kingdom. 

With a product line of this range, 
not everything can be profitable at the 
same time. “There are some places 
where we are making a fortune and 
some where, we are losing money,” 
Lockwood readily admits. But as long 
as the record business continues to 
boom in the U.S., and such other big 
EMI markets as Britain, France, Ger- 
many, Australia, India and Latin 
America, he has few worries. 

Actually, for records, Lockwood ex- 
pects some slowdown in the sharp rate 
of growth of recent years. Over the 
next five years, he says, “a steady 3% 
to 4% growth is more likely.” That 
could be improved, he believes, if the 
British “purchase tax” (sales tax) of 
50% on records could be reduced. 

“But for the electronics side of the 
line,” says Lockwood, “the potential 
seems limitless.” Since, at 55, he is 
young for a British top executive, he 
expects to have time to make EMI 
realize some of that potential. And so 
long as Cliff Richard, Frank Sinatra 
and Dinah Shore keep selling records, 
he should have no shortage of cash 
to finance it. 
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Passes more exams 
than a Ph. D! 


This tobacco must get perfect marks on hundreds 
of tests to earn the American Tobacco label 


ENTRANCE EXAMS: Tobacco samplings are taken from farms 
and warehouses, put through exacting tests at American 
Tobacco’s Research Laboratory, even before auction time. 
Result: Fine tobacco—“Sold—American!”’ 


EMICAL EXAMS: One of the many tests developed by the 
Research Laboratory is this “shock test’”’ to measure electrical 
conductivity of tobacco. Since conductivity varies with mois- 
ture content, the test reveals tobacco moisture. 








ped Lela s Ce Lies ae ee | 
GRADUATES WITH HONORS: One of the many honors earned 
by American Tobacco in its 55 years of making quality ciga- 
rettes is the Distinguished Service Award presented to the 
Research Laboratory by the Virginia Academy of Science. 
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PHYSICAL EXAMS: At the plant, the tobacco is constantly 
sifted to make sure proper-sized strands are used. These 
“screen tests” assure better packing and better taste. In 
addition, samples are taken for laboratory study. 


FINAL EXAMS: Not only are cigarettes weighed while being 
made and reweighed after they are packed, but random packs 
are rechecked at the laboratory for quality control—and 
are weighed once again after they have been on the market. 
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This advertisement appeared a year ago. We think it 
bears repeating now, for the record shows that the 
ensuing twelve months have made its message even 
more meaningful to opportunity-minded businessmen. 


We can say 
that again! 





MAKE NO mistake about it! The 
modern South’s phenomenal record of 
growth is no one-shot, flash-in-the-pan 
proposition. Year after year it goes on, 
growing bigger and bigger, building up 
like a snowball rolling down hill. 

As we said last year — don’t take our 
word for it. Just look at the official U. S. 
Government figures shown in the panel 
here and you'll see that the South’s eco- 
nomic development since World War II 
has out-paced the national rate of 
growth in practically every category 
you can name. Not only that, in most 
instances this year’s figures for the 
Southeast show even more startling 
gains for the region than its enviable 
record of growth published a year ago. 

Yes, this is the era of opportunity for 
the young, fast-growing South -- the 
confident, vigorous growing-up years. 
Make them your years of opportunity, 
too! Come South and grow in America’s 
fast-growing opportunity-land. 

“Look Ahead—Look South!” 
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\PROOEF! 
Ye ain’ 

A recent U.S. Department of Commerce report shows 

the following expansions in major fields of business 

activity from World War Il (1946, '47 or '48) to 1959: 


PER CENT INCREASE 


FOR THE FOR THE 
SOUTHEAST _U. S. 


Dollar-value of construction contracts... 271% 75% 
Manufacturing employment .... 20% 
New plant and equipment expenditures 145% 
Dollar-value added by manufacturer... 104% 
Electric energy produced . 250% 
Number of manufacturing establishments 40% 
Dollar-value of manufacturing payrolls... 131% 
Contract construction employment . 58% 
Dollar-value of bank deposits................. 74% 
Dollar-value of life insurance in force... 223% 
Motor vehicle registrations...................... 121% 
Dollar-value of retail sales...................... 70% 
Retail trade employment... . 27% 


Dollar-value of world trade (imports and 
exports) through Customs districts... 138% 


Dollar-value of retail trade payrolls... 82% 
Gross personal income 

Per capita personal income vee 66% 
Cash farm income... 44% 
Number of industrial andcommercial firms 57% 











SOUTHERN RAILWAY SYSTEM 


WASHINGTON, D.C. 


The Southern Serves the South 


ALL AMERICA IS GROWING-—BUT THE 
FAST-GROWING YOUNGSTER OF THE 
“FAMILY” IS THE MODERN SOUTH! 
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ASSE 


Cash and Due from Banks . . 
U. S. Government Securities. . 
BONE 0. SAHA ees 
State and Municipal Securities . 


Other Securities and Investments 


Banking Premises and Equipment. . . 
Accrued Interest, Accounts Receivable, etc. 


Customers’ Liability on Acceptances . . 


LIABILITIES 


BANKERS TRUST 
COMPANY 


NEW YORK 


t of Condition, December 31, 1959 


TS 


$ 824,202,042 
439,451,303 
1,580,559,326 
102,114,537 
22,889,586 
25,330,250 
13,194,026 


43,277,383 
$3,051,018,453 








Capital (Par value $10 per share) « 
a ee oer eee ee a 


Undivided Profits . .. . 


Dividend Payable January 15,1960 . . . 


Deposits . . . «+ «+ © « » 


Reserve for Taxes, Accrued Expenses, etc. . 


Acceptances Outstanding. . $ 


Less Amount in Portfolio . 


Other Liabilities . . ... 





- $ 40,299,500 
160,000,000 


__ 76,707,199 


4,203,951 


Assets carried at $121 868,244 on December 31, 1959 were pledged to secure deposits and for other purposes. 


$ 277,006,699 

3,465,757 

oe: 2,703,122,774 

17,033,144 
52,089,068 

47,885,117 


2,504,962 
$3,051,018,453 
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This represented quite a gamble. It 
meant that for every ton of steel 
Waitear nradicead in 1058 far awamnia 





PAPER 


LUKE’S VISION 


In the middle future, David 
Luke sees clothing made of 
paper. For the immediate fu- 
ture, prosperous times from 
present markets. 


OVER THE past year, President David 
L. Luke of the West Virginia Pulp 
and Paper Co.* has often repeated one 
prediction: that papermen, who al- 
ways have been relentlessly aggressive 
in finding new customers, soon would 
invade the textile field. Wall Street 
listened to Luke with polite interest 
but precious little excitement. Cloth- 
ing and similar items made of paper 
were technically practical but from 
the marketing standpoint they seemed 
as far off as atom-powered cars and 
passenger rockets to the moon. 

The Facts... But Luke thinks the 
substitution is closer than most people 
realize. With consumers using more 
paper napkins and towels, said he last 
month, the development of such things 
as paper sheets and pillow cases is 
“only around the corner.” 

Textilemen, claims Luke, will be 
powerless té stop the invasion. Paper 
sheets and pillow cases, he pointed 
out, would sell far cheaper than their 
textile made counterparts. Noted he: 
“You can grow fiber in a tree cheaper 
than any other way.” 

. And the Figures. As for the 
nearer future, Luke also had good 
news for his stockholders. During the 
company’s current fiscal year, which 
ends next Cctober 31, Luke predicted, 
West Virginia’s sales would jump 10% 
over ‘ast year’s record-breaking $233 


*West Virginia Pul 


& Paper Co. Traded 
Phen = Recent [me 


14. Price range (1959- 
: high, 61; low, 42. Dividend (fiscal 1959) : 
$1.20. ndicated i960 ayout: $1.20. Salem 

r share (fisca ): $2.21. Total assets: 
$937.8 million. Ticker symbol: WP. 


WEST VA, PAPER'S LUKE: 
will clothes grow on trees? 
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of its huge fixed costs—will be work- 
ing for it this year. 
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KEYBOARD PRODUCTION LINE: 
customers don’t worry about price 


million. Profits, which reached $11.8 
million last year, will run ahead by an 
even higher margin, he noted, pro- 
vided that the nation was not hit by 
any prolonged strikes. 

At the same time, Luke said that 
West Virginia’s expansion program, 
which started at the end of World 
War II, would soon come to an end. 
During the current fiscal year, West 
Virginia will tail off its building pro- 
gram with expenditures of between 
$35 million and $40 million. As Wall 
Street quickly realized, that meant 
West Virginia would no longer have 
to cut into profits with heavy start-up 
costs. Looked at either from the near- 
term or long-term, it was a promising 
picture that David Luke was painting 
for West Virginia’s 6,600 stockholders 
last month. 


MUSICAL INSTRUMENTS 


LOST CHORD 
FOUND 


By scaling organs down to 
living-room size, Hammond 
Organ tapped a non-luxury 
market for a luxury product. 





Or att the chimes that rang out last 
Christmas, none sounded sweeter to 
the ears of Stanley M. Sorenson than 
those coming from thousands of home 
organs, preferably those which bore 
the label of Hammond Organ Co.* 
which he heads. Most of the chords 
caroled out meant money in the bank 
for him. 

Sorenson has done what might seem 
difficult even in today’s lush prosper- 

*Hammond = Co. Traded NYSE. sm 
cont —, ice range (1959-60) : 5 
4; Dividend (fiscal 1959): $2.5 
fndicated out: $2.75. Earnings pet 


y 
ina (fiscal 1968, pas $2.86. Total assets 
million. Ticker symbol HMD. 


FOOD PROCESSORS 





ity. He has sold what is unquestion- 
ably a luxury item (Hammond’s home 
organs range in price from slightly 
under $1,000 to over $4,000) to a non- 
luxury market, and made it pay very 
well. 

Sales of his home-sized electric 
organs are still relatively small ($26.5 
million in fiscal 1959, ended March 31), 
but Sorenson managed to chime out a 
loud and mellifluous 16.2% margin on 
sales, and an even louder 28.9% return 
on stockholders’ equity. 

Higher Notes. This year the chords 
have been even more melodious 
Hammond, as the only publicly owned 
company making just organs, is chary 
about releasing information, but Street 
estimates put Hammond’s probable 
net at around $4 a share, up 39.9% 
from last year for an all-time record 

How do you find a market for a 
high-priced non-essential like an 
organ and do that well? Hammond’s 
answer is simple: leisure, retirement 
and children. 

Although the instruments sell across 
the board to all income levels, Ham- 
mond’s strongest pitch is toward fam- 
ilies with young children, and the 
elderly and retired. The biggest sales 
point: the organ is “easy to play,” 
sounds better in the learning phases 
than most other instruments. 

Price Doesn’t Count. So far there’s 
been little trouble selling even at the 
fancy prices Hammond commands. 
Says Treasurer Robert H. Nelson: 
“Organs are hardly an impulse item. 
The desire builds up over a period of 
time, and by the time the customer 
decides he really wants one, price is 
no longer a major point.” 

Upgrading From Toys? Hammond of- 
ficials are delighted with the success 
this past Christmas of a toy electric 
organ introduced by another company. 
Says Nelson happily, “It’s going to 
make a lot of families want to upgrade 
to a real one.” 


HAMMOND’S SORENSON: 
will the fashion spread? 
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mand. Because soybean meal is vul- 
nerable to spoilage and is costly to 
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STEEL 


BUILD NOW, 
PAY LATER 


Kaiser Steel labors under a 
debt load that gives more 
conservative steelmakers the 
willies. But so far the com- 
pany has had little trouble 
handling it. 


Last year Oakland, California’s Kaiser 
Steel Corp.* had two distinctions: it 
became the first major steelmaker to 
come to terms with the striking union; 
and it was the only major producer to 
end 1959 in the red. 

Struck with the rest of the industry 
in July, Kaiser got back into full pro- 
duction in late October after Chair- 
man Edgar Kaiser made a deal with 
the striking United Steelworkers. But 
a highly profitable December was not 
enough to offset the strike losses of 
earlier months. “We went strongly 
into the black in December,” explains 
Treasurer Atwood Austin, “but not 
enough to offset our strike losses and 
start-up costs.” 

Why Red ink? As Austin closed his 
books on 1959 early this month, Wall 
Street expected he would have to re- 
port a loss for the full year of about 
$3.5 million or just over $1 a com- 
mon share. By contrast, every other one 
of the top ten steel producers (Kaiser 
is No. Nine) ended the full year in the 
black—strike losses notwithstanding. 

Why had Kaiser fared so much 
worse than the others? It was not 


*Kaiser Steel Corp. Traded over-the-coun- 
oes eo rice: Price range i : 
ee 5834; un” as. Poa yyy SL (1959) : 
cated ‘ou 


Earnings per 
a Ci9sey ee ‘otal assets: $482 million. 


KAISER’S EDGAR KAISER 
debt burden wee heavy 
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MANAGEABLE BURDEN 


Kaiser Steel has the most top heavy 
capitalization of any major steel 
company; funded debt amounts to 
no less than 56% of capital, preferred 
stock another 13%. This has meant 
heavy annual charges for interest 
and debt retirement. But the burden 
is manageable. Fortunately Kaiser 
also has developed one of the hefti- 
est depreciation throwofts in the bus- 
iness. Hence it now has cash flow 
o, than sufficient to handle the 
t. 
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that Kaiser was less efficient than its 
competitors. The trouble lay in Kai- 
ser’s staggering fixed costs. In good 
times and bad alike it must pay 
the charges on a mountainous debt 
load. Standing at a huge $232 million, 
Kaiser’s funded debt amounts to a 
solid 56% of the company’s total capi- 
talization. In the entire steel indus- 
try, only giant U.S. Steel (which owes 
$486 million) has a larger funded debt 
—but Big Steel’s debt amounts to a 
bare 13% of its capitalization. 

Calculated Risk. Kaiser’s debt rep- 
resents in effect a calculated risk by 
Edgar Kaiser and his father (now re- 
tired), Henry J. Kaiser. The Kaisers 
originally went into the steel business 
on a shoestring. The Government 
obligingly lent them $100 million dur- 
ing the war to build the big Fontana, 
California mill. The loan was secured 
by profits from Kaiser’s bustling ship- 
yard. The company had to raise only 
$100,000 for its original equity capital, 
small change indeed by steel industry 
standards. 

Later the need arose to modernize 
and expand the West Coast’s only in- 
tegrated steel operation. Rather than 
simply sell more common stock and 
thus dilute the equity,+ the Kaisers 
decided to finance as much as possible 
of their expansion on credit. 

+The company did sell some securities con- 
vertible into common stock. But most of its 
new capital came from sales of bonds or pre- 
ferred i A = ee Kaiser Indus- 
tries still the common; its 


of 
original inv pestmnant of $100,000 had a recent 
market value of $149 million. 


This represented quite a gamble. It 
meant that for every ton of steel 
Kaiser produced in 1958, for example, 
it had to bear some $8.15 in interest 
charges. U.S. Steel, by comparison, 
had to carry just 48c per ton. In 
terms of sales, Kaiser’s interest 
charges amounted to 6.6c on the 
sales dollar, Big Steel’s to just 
0.3c. Obviously, Edgar Kaiser had to 
keep his fingers crossed that no major 
recession would come along and upset 
this delicately balanced apple cart. 
The interest charges alone on that 
debt ran to $12 million last year. 

The borrowed cash itself was well 
spent. With it, the Kaisers put up 
new, highly efficient “basic oxygen” 
furnaces to double ingot capacity to 
2.9 million tons. They also built new 
rolling facilities and other finishing 
plants. But with that costly plant 
idle for 104 days (while the rest of the 
industry was out 116 days), Kaiser 
quickly ran through the $10-million 
profit it banked through the first half. 
Hence its deficit for 1959. 

Solid Comfort. But it was obvious 
last month that Kaiser’s troubles lay 
behind it, not ahead. With a firm 
labor contract in his hand, Kaiser's 
operating boss, President Jack Ashby, 
could confidently forecast sales of 
some $300 million for this year, a 
whopping 50% or so above the best 
year on the books. 

In 1956 Kaiser earned $6.57 a share 
on sales of $201 million. That year 
its cash flow, a generous $39 million, 
represented a fabulous return on 
Kaiser’s original equity capital. In 
1960 Kaiser could do even better. As- 
suming Ashby’s sales predictions are 
correct, Kaiser could earn close to $8 
a share on a cash flow of $55 million. 
The very factor that had worked 
against Kaiser last year—the leverage 


KAISER’S “OXYGEN FURNACES”: 
. . but the back was strong 
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of its huge fixed costs—will be work- 
ing for it this year. 

Even so, net earnings will not tell 
the whole story. With virtually all of 
its $214-million expansion program 
complete and facilities in place, de- 
preciation charges against income 
have already jumped enormously. 
From $17.8 million in 1958 they 
jumped to some $28 million last year. 
This year they will go a bit higher 
still. 

These depreciation charges, it is 
true, will eat up a fat hunk of operat- 
ing profits before they can be carried 
down to net. But here again, there’s 
a real bright spot: high as debt 
charges may be, depreciation flow 
will be even higher. As the chart 
shows (p. 34), depreciation flow alone 
should amply cover both interest and 
debt retirement expenses. 

Solid Underpinning. Considering all 
this, Kaiser’s seemingly topheavy 
debt structure looks a great deal more 
solid than might appear on the sur- 
face. Particularly so because Kaiser 
should do well even after the strike’s 
backlog of demand has been worked 
off. When the backlog is worn down, 
industry pundits expect steel’s operat- 
ing rate to fall around 70% of ca- 
pacity. But Kaiser is located in Cali- 
fornia which uses more steel than it 
produces. Hence it has a big operat- 
ing advantage. In 1958, for example, 
when the whole industry operated at 
60% of capacity, Kaiser was roaring 
along at 95%. 

Kaiser’s creditors, therefore, do not 
seem much worried about all that 
debt. Ashby had little trouble last 
year negotiating for a loan, on im- 
pressively favorable terms, of an addi- 
tional $50 million. Despite all the 
money it owes, the banks obviously 
consider Kaiser a first-rate risk. The 
Kaisers would seem to have won their 
gamble with debt. 


NEW LOOK 


Within the past yeor, the chem- 
urgy division has made Central 
Soya a better balanced com- 
pany. For years past, this was 
where sales volume came from: 

Soybean processing: 


Feed manufacturing: 


Grain storage and 
merchandising: 


40% 
40% 


20% 


With the addition of the chem- 
urgy division, this is where Presi- 
dent McMillen thinks sales will 
come from early this year: 


Soybean processing: 30% 
Feed manufacturing: 3% 
Grain storage and 

merchandising: 30% 
Upgraded sopeeee 

product 10% 
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DOWN ON 
THE FARM 


“Farmers,” says Central 

Soya’s Dale McMillen, “are 

like stockbrokers.” Thus does 

he explain the recent decline 
in his profits. 





Back in November, Central SoyaCo.’s* 
President Dale McMillen Jr. bluntly 
told his stockholders at the annual 
meeting that the months ahead would 
be rough. Last month, the stockhold- 
ers learned just how rough things 
were getting. With sales volume only 
slightly below record levels, profit 
margins had contracted sharply for 
the nation’s biggest processor of soy- 
beans and largest producer of feed 
concentrates. Net profits for the first 
quarter of fiscal 1960 (ended Novem- 
ber 30) tumbled to just 31 cents a 
share, nearly 50% below the same 
period a year ago. At company head- 
quarters in Fort Wayne, Indiana, Mc- 
Millen uttered a terse diagnosis: 
“Oversupply.” 

Lo, the Perverse Farmer. McMillen, in 
short, was caught in the toils of the 
U.S. farm problem. Prices for hogs, 
broilers, eggs and other farm com- 
modities steadily declined through 
most of 1959. Thus farmers had less 
cash to spare (an estimated 15% less 
cash than in 1958) for the highly 
efficient, scientifically prepared feeds 
that are traditionally McMillen’s most 
profitable products. Instead, the farm- 
ers depended more on farm-grown 
corn and whatever else they didn’t 
have to pay cash for. To McMillen, 
that made farmers just as perverse as 
their animals. “Just when he should 
be feeding his animals as efficiently as 
he can,” sighs he, “the farmer starts 
slopping his hogs instead of buying 
our feed.” 

The feed business itself has its 
perverse side. McMillen makes money 
by taking plain old soybeans and 
processing them into higher-grade 
products. The more bushels handled, 
the more profit potential. McMillen’s 
sales volume in the first quarter held 
up well ($64.3 million vs. $65.4 mil- 
lion a year before) only because soy- 
bean prices as such had edged up. 
Actually, he crushed fewer bushels of 
beans and processed fewer tons of 
feed compared with a year ago. 

But even the reduced output was 
more than enough for current de- 


*Central Soya Co., Inc. Traded over-the- 
counter. Recent price: 3114. Price range (1959- 
60): high, 3934; low, 2845. Dividend (fiscal 
1959) 98c. Indicated 1960 pe out: $1.10. Earn 
ings per share (fiscal 9): $2.52. Total 
assets: $91.7 million. 


mand. Because soybean meal is vul- 
nerable to spoilage and is costly to 
store in any case, producers could not 
simply hold it out of the market. 
They are forced to sell the meal or 
process it into feed no matter what 
the margin is, 

On the Sane Bumpy Road. Thus, 
Central Soya was by no means the 
only one to feel the current squeeze on 
profit margins. Archer-Daniels-Mid- 
land, another big feed producer, re- 
ported profits in its first quarter 
(ended SeptemBer 30) down nearly 
50% from the year before. And 
Spencer Kellogg, another major firm 
in the industry, was expected to re- 
port earnings for the quarter ended 
November 30 down by about one third. 
“When the road gets bad enough,” 
says Central Soya’s McMillen, “you 
can’t miss the bumps no matter who 
is doing the driving.” 

As McMillen sees it, the road really 
started to get rough in the final quar- 
ter of fiscal 1959 last summer, and it 
doesn’t promise to get much smoother 
for awhile. But he does see some 
hopeful sign posts. Among them: im- 
proved broiler prices and a recent 
Department of Agriculture forecast 
that hog supplies should be smaller 
this spring. If it should turn out that 
way, McMillen looks for widening 
profit margins. “Farmers are like 
stockbrokers,” says he. “They tend 
to buy in a rising market.” 

Beyond the Bumps. But a better 
cushion for Central Soya stockholders 
in the long run may be the company’s 
chemurgy division, acquired on lease 
from the Glidden Co. just over a year 
ago. Strong in soybean research, the 
chemurgy division is rapidly adding 
more sophisticated (and more profit- 
able) items to Central Soya’s product 
line such as industrial and edible pro- 


CENTRAL SOYA’S McMILLEN: 
getting bumped with the rest 
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AN 
INTERNATIONAL 
TRADER 


Canada’s Aluminium Ltd. is a truly 
international enterprise. Located in 
Canada, controlled by U. S. capital, it 
sells its output all over the world and 
no single nation provides as much as 
half of its sales. its 1959 sales break- 
down looked like this: 











teins. Included in the lease deal (Mc- 
Millen also has an option to buy) are 
added grain storage facilities which 
have helped McMillen to expand 
Central Soya grain merchandising 
operations (see table, p. 35). 

But all this will take time to develop. 
Meanwhile, Central Soya’s prospects 
for 1960 are hardly bright. For the 
present, therefore, McMillen has to be 
philosophical. “We’re hardened to such 
things,” says he. “We know they'll 
pass.” 


ALUMINUM 


GRANNY OR 


THE WOLF? 


In gobbling up its first U.S. 

industrial subsidiary, is Alu- 

minium still saying “No” 

when it really means “Not 

yet” to U.S. fabricating ven- 
tures? 


THE good, gray Granny of the U.S. 
aluminum industry has long been 
Canada’s Aluminium Ltd.* In time of 
need, all U.S. producers and fabri- 
cators have had to do was wend their 
way to Granny’s house. There from 
her capacious cupboard, Granny was 
always happy to produce plentiful 
supplies of wanted aluminum pig and 
ingot. 

In other ways as well, Granny was 
an endearing old soul. As she always 
said, she would never, never think of 
setting up housekeeping in the Amer- 
ican aluminum fabricating business 
herself. Land sakes, no! Why a body 
would have to be just as mean as 
that wicked old wolf to be as unfeeling 
toward dear little Red Riding Hood! 


*Aluminium Ltd. Treded ever 
: 35. ( —: 
ow, ): idtested sa 
ot ngs per "enka (1958) : 
‘otal assets: $1,274 million. Ticker apeliiek: 
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What Big Eyes! Gentle old Granny, 
however, stepped out of character 
last month. So much so that she left 
U.S. aluminum producers and fabri- 
cators pondering a disturbing ques- 
tion over the holidays. Was the face 
they saw beneath the familiar re- 
assuring nightcap really Granny’s? 
Or were those the long ears and sharp 
teeth of a ravenous competitor? And 
what big eyes Granny seemed to 
have! Whose flesh did they seem so 
hungry for? 

These doubts about Granny came 
last month with a change of diet. For 
the first time in its history, Alumin- 
ium Ltd. got set to gobble up a USS. 
subsidiary. It was Apex Smelting 
Co., one of the U.S.’ largest smelters 
of secondary aluminum derived from 
scrap metal. Its 1959 output: some 
85,000 tons of secondary metal, or an 
estimated 25% of the U.S. total sec- 
ondary production. Known for its 
large and efficient sales force, Apex 
supplies aluminum alloys to over 
1,000 foundries, which in turn cast 
such products as pistons and hubcaps 
for the automobile industry. 

That in itself was not too frighten- 
ing. But U.S. aluminum men could 
not help wondering if it might not be 
the first thin edge of a wedge driven 
into the nation’s fabricating market. 

Good gray Granny herself was re- 
assuring. In buying Apex, said Alu- 
minium’s President Nathanael Vining 
Davis, Aluminium was not launching 
out into the fabricating business but 
attempting to sell more ingot. For 
some time, he noted, U.S. primary 
aluminum producers have induced 
fabricators to buy their metal by 
agreeing to buy back the fabricators’ 
scrap. Sometimes, rumor has it, it 
is at a shade over the market price. 
Since, said Davis, Aluminium has had 
no scrap smelting facilities in the U.S., 
it could not offer customers a similar 
service. Now with Apex it can. 

lean & Hungry. To hear Granny 
tell it, nothing could be further from 
her thoughts than launching into 
fabricating in the U.S. For one thing, 


said Davis reassuringly, the oppor- 
tunities are much greater and the 
rewards much more satisfying abroad, 
where Aluminium already is well 
established. “Aluminium Ltd.,” he 
observed soothingly, “has a substan- 
tial interest in 25 fabricating plants 
on five continents. Fabricating in the 
U.S., on the other hand, is already 
highly developed, and competition is 
intense.” 

Just the same, Aluminium has a 
lean & hungry look about it these 
days that its American rivals cannot 
ignore. All dressed up to go places, 
it has 776,000 tons of capacity, an 
amount capable of rapid expansion to 
876,000 tons. Yet in an era of rising 
aluminum consumption, its plants 
have been idling along at a wasteful 
65% of capacity. Meanwhile, as an 
ingot supplier exclusively, its share of 
the U.S. aluminum market (the 
world’s largest) has been decreasing. 
What's the use, rival aluminum men 
argue fearfully, of being so gallantly 
dressed up if you allow yourself no 
place to go? 

Does No Mean Never? So far Alumin- 
ium keeps on reiterating its self-deny- 
ing ordinance against U.S. fabricating. 
Meanwhile Reynolds and Alcoa have 
intensified the pressure by moving 
inte Britain, where Aluminium’s one- 
time 90% share of imports has now 
dropped to 50%. But Davis, some- 
what cryptically, sticks to his old 
theme. “While we do not rule out the 
possibility of fabricating in the U.S.,” 
he says, “we have no immediate plans 
in this regard. The acquisition of 
Apex by itself does not bring us into 
the fabricating field.” 

Granny, in short, was still saying 
“no.” But as U.S. aluminum men 
saw it, she seemed to mean “not yet.” 


— Troublesome Trend — 


Less integrated than most of its com- 
petitors, Aluminium Ltd. fabricates 
only about a third of its output itself, 
has traditionally depended on sell- 
ing ingots to other producers. But 
that is where the company has been 
getting into trouble: its sales to out- 
side producers have been shrinking 
fast. 

800 
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PAPER 


THE BUSY 
TRASHMAN 


More than a new market may 
lie behind Federal Paper 
Board’s move into the South. 


AT TIMEs it seems as if John R. Ken- 
nedy’s ambition is to be the biggest 
trash collector in the world. Ken- 
nedy’s desire, however, has a solid 
core of business sense behind it. As 
president of the Federal Paper Board 
Co.,* Kennedy takes the trash in the 
form of waste paper, grinds it up and 
turns it into board for cartons and 
boxes. In the process, he has made 
Federal one of the nation’s three big- 
gest makers of folding boxboard, rank- 
ing near industry-leading Container 
Corp. of America and Continental 
Can’s Robert Gair division. 

The Company Collector. Last month 
Kennedy was still collecting. This 
time, however, what he was after was 
anything but trash. For .38 shares of 
Federal common and .81 shares of 
preferred apiece, Kennedy planned an 
exchange for the 300,000 shares of 
Manchester Board & Paper Co., head- 
quartered in Richmond, Va. With 
three Southern paperboard mills, 
Manchester will boost Federal’s prof- 
its by $800,000-$900,000, or roughly 
25%, to $5.4 million a year. 

There is more to this acquisition, 
however, than merely buying profits 
for Federal. For one thing, Kennedy 
has long made no secret of his ambi- 


*Federal Paper Board Co. Traded NYSE. 
Recent price: si. Pri e foe) #2, In- 


to. $08 Failiiene 


(1958) : 
Ticker pa 


FEDERAL PAPER’S KENNEDY: 
he moved South 





tion to spread out Federal’s operations 
after the fashion of Container Corp. 
of America, which operates across the 
nation. So far, Federal has launched 
out from its headquarters at Bogota, 
N. J., into New England and the Mid- 
dle West. Now the Manchester deal 
gives fast-moving Federal another 
large piece of the map. “This,” notes 
Robert A. Wallace, Federal’s vice 
president and secretary, “is our first 
move south of Maryland.” 

Timber-r-r? As other papermen were 
quick to note, however, Kennedy may 
have up his sleeve even more ambitious 
plans for Manchester. Up to now, they 
point out, the bulk of Federal’s board 
has been made from waste paper. In 
recent years board of this type has 
been losing many markets to bleached 
kraft board, which can be made only 
from pulp. Manchester’s own mills run 
on waste paper, but the company does 
have one intriguing feature: it is lo- 
cated in a part of the country which 
has just the right mixture of woods 
needed to make bleached kraft. 

Is then the Manchester deal a hint 
that Federal eventually will be head- 
ing into bleached board competition? 
Neither Kennedy nor Wallace are say- 
ing, but other papermen guess that it 
will be only a matter of time. Admits 
Wallace: “Most people in the indus- 
try realize that acquiring Manchester 
is just one of many moves we'll make.” 

While he was announcing the new 
acquisition, Kennedy had some other 
fairly good news for stockholders. In a 
year when prices in the dog-eat-dog 
paperboard business remained con- 
stant, but costs rose, Kennedy man- 
aged to push his profits up slightly 
above their 1958 level. For all of 1959, 
he estimates, Federal’s earnings prob- 
ably rose to $4.5 million, up from $4.4 
million the year before. 

With Manchester’s trash coming into 
his bag, Collector John Kennedy can 
plainly expect to do much better this 
year. The trick, however, will be to 
convert such a rise into earnings in- 
creases on Federal’s expanded equity 
base. And that may be far from sim- 
ple. 

The Balance. In fact, John Kennedy 
will have his work cut out for him in 
trying to raise his per-share earnings. 
In an era when every businessman’s 
eye is on capital gains, Kennedy has 
had to issue more and more stock 
(both preferred and common) to 
acquire new companies. As a result, 
the earnings of Federal’s 1.1 million 
shares of common have not risen 
nearly as fast as total profits. 

Can Kennedy achieve a profitable 
balance? As more than one paperman 
saw it, Federal’s move into the South 
may well have been just the thing it 
needed to start per-share earnings 
spiraling upward. 








LOW ON THE HOG 


With hogs cheap and plentiful, 1959 
turned out to be a banner year for 
most meatpackers, and their profits 
soared. Exception: Cudahy. 
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MEAT PACKING 


THE STEAK & 
THE GRISTLE 


Few meatpackers have chewed 
harder at an industrywide 
problem than Cudahy’s Louis 
Long—and few with less sat- 
isfying results. 





It TAKES an oldtimer in meat packing 
to quite remember that it was Presi- 
dent Louis F. Long, of Omaha's 
Cudahy Packing Co.,* who first 
launched the industry’s effort to put 
the cleaver to excess capacity. The 
reason is that it is not effort but re- 
sults that lodge in memory. Where 
other packers who adapted Long’s 
technique wound up with tempting 
morsels of savings for their stock- 
holders, Cudahy still is chewing on 
the same old gristle in its steak. 

Fickle Fortune. If Long’s efforts were 
to pay off, last year seemed the time 
for the results to show. To the whole 
industry’s delight, hog marketings 
were the highest in many years, allow- 
ing the packers a better operating 
ratio. At the same time, hog prices 
were down, a circumstance which 
tends toward a bigger spread in profits. 

For the four major packers, it 
worked out just that way: their earn- 
ings showed sharp increases, ranging 
from 24% to 154%. But it was not so 
for fifth-ranking Cudahy. When the 
meatpackers reported preliminary 

*Cudahy Packing Co. Traded NYSE. Re- 
cent price: 1449. Price range (1959-60): high, 
17%; low, 10%. Dividend (1959): none. Indi- 
cated 1960 payout: none. ee per share 


(1959): $1.43. Total assets 8 million 
Ticker symbol: CUD. 





On its way... the first 
business day of '60O 


Again Chessie starts the New Year by sending to its 90,000 shareowners on the 
first working day of 1960 the results of the previous year’s operations, shown in 
the highlights below. 


Chesapeake and Ohio, on the threshold of its 175th anniversary, ended the year 
stronger, financially and physically, than at any time in its long history. Working 
capital rose above $60 million, highest level ever. 

Freight revenues produced an excellent first half-year and held up well despite 
the steel strike. Revenues from merchandise freight increased $10 million and non- 
export coal traffic showed a similar $10 million increase. C&O progress also was 
marked by eighty new industrial plants locating along its 5,100-mile system. 

With the favorable general business predictions for ’60, a year of uninterrupted 
industrial activity would mean C&O revenues and earnings greater than 1959. 


1959 1958 





Dividend Paid per Common Share ..... $4.00 $4.00 


4 ch Lo aS Earned per Common Share 5.60 6.36 


Operating Revenues (millions) 
HIGHLIGHTS Coal and Coke jaa $177 


Merchandise 161 151 
Other 7 25 28 


For a copy of Chessie’s 1959 Flash Annual Report, write je oe Revenues .. 9% 356 
nses, Taxes, etc. — Net 
Chesapeake and Ohio : aoe 29 


R al lway NET INCOME $46 


3800 Terminal Tower, Cleveland 1, Ohio Working Capital at Year End $61 
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CUDARHY’S LONG: 
modernization the key to success 


earnings for the fiscal year ended in 
October, the Omaha packer disclosed 
profits of just $1.43 per share, off 2% 
from a mediocre 1958. 

In one sense, Cudahy is probably 
not as badly off as its year-end report 
would suggest. In the second half, 
Long’s outfit had carved out $1.22 per 
share in earnings, a 54% boost over 
the same period of 1958. What really 
hurt, however, was the 69% decline 
(to only 2lc per share) during the 
first half. The trouble had occurred at 
Cudahy’s big Omaha plant, where hog 
supplies were temporarily tight. Ex- 
plains Long: “We were forced to bid 
up prices for available supplies and 
then sell against our competitors at a 
somewhat reduced price level.” 

The Old & The New. It is just this 
kind of operational liability that Long 
is striving to overcome. A Cudahy 
employe most of his working life, Long 
became president in 1952, shortly 
afterward began to hack away at 
uneconomical plant. In 1954 alone, he 
closed four packing plants, 26 branches 
and six dairy and poultry plants. But 
Cudahy’s burden of obsolete facilities 
was considerably greater than those 
of other packers, and the job is not 
yet over. Not only is Cudahy’s huge 
Omaha plant archaic, but it is much 
too large. Geared to heavy volume at 
seasonal peaks, this unit usually runs 
at far less than full capacity, piles up 
unmanageable expenses. 

At the moment, Long is spending 
some $4.5 million on thorough mod- 
ernization of his Omaha plant, expects 
at least to have it in efficient shape 
by early 1961. “What we're doing,” 
says Long, “is reversing the old pro- 
cedure. We'll wind up with a great 
deal less rated capacity, but it will be 
geared to volume operation through 
most of the year.” 

Back to Taxes. While meat packing 
experts generally agree that the 
Omaha project is the key to Cudahy’s 





resources Vanderploeg had accumu- 
lated. spent a whopping $17 million in 





fortunes, the prospects for immedi- 
ately improved earnings is somewhat 
more doubtful. As a result of the $7.2 
million in losses incurred during the 
1954 plant closings, Cudahy has not 
paid a dime in federal taxes for the 
past five years. In fiscal 1960, that 
special advantage will have disap- 
peared. Thus Long will have to more 
than double his profits this year just 
to keep his earnings on a plateau. 

Can Cudahy do it? One thing that 
would go far toward helping it do so 
would be an ample supply of animals 
for slaughter. Thus if cattle market- 
ings increase as expected and hog sup- 
plies do not decline too abruptly, Long 
stands a good chance of besting his 
1959 earnings despite Cudahy’s return 
to the tax rolls. But as Long himself 
admits, these are very big “ifs” indeed. 


SUGAR 


BITTERSWEET 


For West Indies’ stockhold- 
ers, the pill had a sugar 


coating. 


Ar First glance, it seemed like a bitter 
pill to swallow for the 2,000 stockhold- 
ers of the West Indies Sugar Corp. 
President Edwin I. Kilbourne early 
this month announced that the direc- 
tors had voted to dissolve the Cuban 
sugar producer. A few weeks earlier 
Kilbourne had told stockholders that 
the policies of Fidel Castro’s govern- 
ment “confronted [the company] with 
the loss by expropriation of extremely 
valuable assets.” 

But for West Indies’ stockholders 


(management owns at least a third of | 


the shares), the bitter pill was not 
without its sugar coating. Simply put, 
West Indies’ income report never has 
been as sweet as its cane. Over the 
past few years, in fact, West Indies has 
earned only 3% on its book value of 
$71.69 a share. Prior to a partial liqui- 
dation two years ago, when half the 
stock was redeemed at book value, the 
shares sold at discounts of as high as 
75% from stockholders’ equity. 


It was that book value which put at | 


least a potential sugar coating on the 
pill. Assuming that management had 
most of its current assets out of Cuba, 
stockholders stood to get around $30 
(recent market price: $33.50) a share 
from that alone. Anything else that 
West Indies managed to recover from 
the Cuban Government on its $30.36 a 
share in plant and property would be 
just that much more sugar coating on 
what could become a reasonably tasty 
pill. 





CLARK 


EQUIPMENT 


Mobility 


Moving more... 
faster, higher, 
more efficiently 





Mobility is efficient movement... 
both in horizontal and vertical planes. 
Lifting heavier loads higher and faster 
is vertical mobility. It multiplies 
space utilization without loss to 
speed or convenience. Specializing 
in mobility 
through its 
materials 
handling, 
construction 
machinery 
and trailer 
divisions, 
Clark 
Equipment 
Company 
offers you 
this special- 
ized aid to 
cut your 
handling 
costs. 


Clark Equipment Company 
Buchanan, Michigan 

























































FOOD 


| LESS SNAP, 
CRACKLE & POP? 


What's this? Kellogg, king 
of the breakfast table, in the 
profits doldrums? Chances 
are, however, that the slow- 
down is only temporary. 


Wuen the Kellogg Co.* of Battle 
Creek, Mich. reports an increase in 
earnings, that’s hardly news. Kellogg 
| has been setting new profit records 
year after year with almost monoto- 
| nous regularity even in such recession 
years as 1954 and 1958. Over the 1952- 
58 period, its earnings rose an average 
of 12.7% each year. 
But if Kellogg showed signs of slow- 
ing down that might indeed be news. 
Last month it began to look as though 
Kellogg might be making news in this 
CONTINUED IMPROVEMENT FOR 2 MONTHS OR LONGER. | | fashion. For 1959, it appeared, Kel- 
logg’s sales rose faster than its profits. 
Its profit margin, in other words, had 
ee CONTINUED DECLINE FOR 2 MONTHS OR LONGER. shrunk somewhat. “We estimate,” 
said President Lyle C. Roll, “that our 
ee RON hi | 1959 sales will be up about 8% over 


Map shows condition in 87 U.S. business areas, each of which is an economic unit where 1968 and that se dt will be up by 
changes depend on the same key factors. Shaded areas reflect decline or improvement fora | | @PProximately 2% over 1958." That 
two-month period ending the last week of November. meant that Kellogg earned roughly 
—— ————— —___—__—__—— _ | 79c on the sales dollar in 1959 as 
THE TOP TEN CITIES Percentage Gain ZONE INDEXES | compared with 8.4c in 1958. 
Over Last Year Roll Shifts Gears. A relatively small 
BEST PERFORMANCE WORST PERFORMANCE MB ray wm =e | | decline, to be sure. But it was a de- 
Sacramento, Sioux Falls, SD —7% cline all the same. Had Kellogg lost 
Cal (5) +16% Albany, Ga ~2 | ocrosen | Nov. | fe | | some of its snap, crackle and pop since 
Jacksonville, Fla +14 Norfolk, Va er New England + 1% 0%| + 5% | | onetime salesman Lyle Roll ascended 
New York, NY(3) +-14 ' Middle Atlantic 44 45 10 | | to the presidency in mid-1957? Prob- 
Tampa, Fla +13 | Roanoke, Va —i ; + | ably not. The appearances were rather 
Miami, Fla (3) +13 | Wichita, Kans (8) —1 Midwest +14 +1) +7 | | misleading. In shifting gears to a 
Phoenx, Ariz (3) +12 | Charleston, W Va —1 South +4 +6 1 +8 | | higher rate of speed, Kellogg had 
Indianapolis +12 | Ft Smith, Ark 0 North Central —1 —1 |4+6 | ae eam s — wea go 2 
Memphis, : nder the late Watson H. Vander- 
Tenn (2) +11 | Richmond, Va 0 ee =" ei ploeg, Kellogg boss for 17 years, the 
Reno, Nev +11 | Columbus, Ohio 0 big cereal maker had been a model of 
Des Moines, | Duluth-Superior, Pacific +4 +4 1+5 conservatism. Vanderploeg, while an 
__lowa __ +10 | Minn ” : 0 aggressive merchandiser, clearly pre- 
Number in parentheses indicates how many| NATIONAL INDEX | + 4% +7 | ferred to hide Kellogg’s financial light 
months city has been continuously in column. | | | under a bushel. Roll, by contrast, has 
tried to speed things up. 
NEXT ISSUE: | A Purpose for Cash. On the invest- 


The Leavening in Pillsbury. Research is not confined to such industries as ae Bey pag ge ma ey ? od 


chemicals and electronics. In the next issue, Forses reports on product-hunting | | sl 
Pillsbury Co., a flour miller with an eye to the laboratory and plans for new change, split its common stock to 
prosperity through convenience foods. create a broader market. Meanwhile, 
Forses, 70 Fifth Avenue, New York 11, N.Y. F-1190 | | he introduced a battery of new prod- 
FORBES Please send me Forses for the period checked: ae eee them oe Flake — 
mam, =) 1 Year $750 (2 Years $12.00 (3 Years $15.00 a ee ee ee 


, : 3 trate and Kellogg’s OK’s. 
(0 Enclosed is remittance of $... (C0 I will pay when billed Roll’s most important action, how- 


| ever, was the building of a big new 
cereal plant in Memphis, Tenn. To pay 
| for it, Roll dipped into the huge cash 


ae NO SIGNIFICANT CHANGE FROM IMMEDIATELY PRECEDING PERIODS. 
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*Kellogg Co. Traded NYSE. Recent price: 
3934. Price rouge (1959-60): high, 4134; low, 
: 34. Dividend (1959) : $1.10. Indicated 1966 iy 
Pan American and Foreign $4 a year additional. out: $1. Earnings r share (1956): 2: ; 

Total assets: sit miilion. Ticker symbol: K. 
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resources Vanderploeg had accumu- 
lated, spent a whopping $17 million in 
1958. This outlay amounted to about 
three times Kellogg’s 1952-57 average 
capital expenditures. 

It was the start-up costs at the 
Memphis plant which held Kellogg’s 
earnings growth down during 1959. 
The costs were there but some of the 
benefits of this expansion remained for 
the future. The benefits promised to be 
considerable. Roll had not only added 
efficient new capacity but also had 
driven a strong stake into markets of 
the fast-growing South. 

Spreading the Sugar. Thus, despite 
the somewhat unimpressive look of 
Kellogg’s current profits, Lyle Roll 
had succeeded in taking the sugar 
Vanderploeg had stored up in the 
treasury and applying it generously 
to the cereal bowl. As for any sugges- 
tion that Kellogg may be losing its 
pep, Roll has this to say: “In 1949 our 
share of the ready-to-eat cereal mar- 
ket was 38%. Currently it is about 
40%.” It seemed a good bet last month 
that Kellogg’s 1960 earnings report 
would prove to be a lot sweeter than 
its 1959 one. 


THE ECONOMY 


NOW IT’S OFFICIAL 


The boom may slow down, say 

the seers who guide industry’s 

planning—but not this year. 

Even with a few bumpy 

patches, 1960 looks like a 
fast track. 





Ever since the steel workers went back 





on the job last November, economic | 
pundits and government savants alike | 
have caroled that 1960 was going to be | 
a humdinger for business. That was | 


all very well. But it was not until last 
month that this chorus was augmented 


by the voices of still another group of | 
men: the “kept” industrial economists, | 


whose guesses often guide the policies 
of the nation’s largest companies. 


The Yea Sayers. Thus last month the | 
spotlight was focused on the Na- | 
tional Industrial Conference Board’s | 
annual economic forum, where such | 


men as Bradford Smith, U.S. Steel’s 
economic seer; George P. Hitchings of 
Ford Motor Co.; 


Ira T. Ellis of El. | 


du Pcnt and Walter E. Hoadley Jr. of | 
Armstrong Cork were congregated to | 


assess the year’s prospects. Unani- 
mously they put the approval stamp 
of industry itself on the prevalent 
optimism, made it in effect official. 
The year coming up, they agreed 


with remarkable consistency, is going | 
to break a lot of records. In over-all | 
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You’re in the middle 
of America’s second market 


How long has it been since you saw 
Southern California last? If it’s been any 
time at all, you ought to make 1960 the 
year to see it again. 


For two good reasons: First because the 
dynamic Los Angeles Metropolitan Area 
is now the nation’s number 2 market, 
with over $9 billion in retail sales. An 
intimate, first-hand knowledge of this 
important market is vital to your ability 
to make decisions about your future 
business possibilities here. 

Second, this is Southern California Spec- 
tacular "60. A year-long series of over 
200 events to see...added on top of our 
sunny days and many famous sight-see- 
ing attractions. 


SOUTHERN 
CALIFORNIA 


SEE IT IN 
SPECTACULAR 60 


1957 , 1958 


So start planning to come out soon. And 
begin to reap the benefits that both 
Southern Californias offer you: Impor- 
tant new business opportunities ...sun- 
filled, carefree, relaxed vacation days. 


Free Sight-seeing Map: Official Full- 
color Guide to Los Angeles County, all 
Southern California. Locates 645 sights, 
plus 100 movie and TV stars’ homes. 
Valuable! Mail coupon today! 

ALL-YEAR CLUB OF SOUTHERN CALIFORNIA 
This advertisement sponsored by the Los An- 
geles County Board of Supervisors for the citi- 
zens of Glendale, Hollywood, Inglewood, Long 
Beach, Los Angeles, Pasadena, Pomona, Santa 
Monica, Torrance and 181 other communities 


All-Year Club Tourist Information Center 
iv. 2-K-1 

628 W. 6th St., Los Angeles 17, California 

Please send free Color Sight-seeing Map 

(Miss) 

(Mrs.)— 

(Mr.) 


Street 





City 





__State 
PLEASE PRINT NAME AND ADDRESS 


| 
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In Industry 


The chemical industry is a promising 
field for industrial development in 
Latin America. Total demand for 
chemicals for agriculture and industry 
and for chemical products such as Chemical plant in Mexico 

plastics and synthetic fibers in Latin 

America is expected to increase in the next five years to the equivalent of 


US $414 billion per year and, by 1975, to over US $8.2 billion per year. 


In Distribution 


Industrial growth and increased con- 
sumer purchasing power are speeding 
the rise of modern merchandising and 
selling techniques in Latin America. 
The old one-man importer-retailer 
type of commerce is rapidly being re- 
placed with a distribution system 
which, through improved communi- 
cations and transportation facilities, 
is spreading into the secondary cities 
of the area. 


Sales promotion in Brazilian store 


As Latin America grows, demand for 
electric light and power grows. In 


supplying this need—now and for the future—in the areas they serve, the com- 
companies in looking ahead with Latin America. 


. 
FOR MORE INFORMATION ON ANY COUNTRY SERVED BY OUR COMPANIES, WRITE OUR AREA DEVELOPMENT SECTION 
AT 100 CHURCH STREET, NEW YORK. 
AMERICAN & FOREIGN POWER SYSTEM 
AMERICAN & FOREIGN POWER COMPANY, INC. 
100 Church St., New York 7, N. Y. 


Associated electric companies in the following countries: 
ARGENTINA—Empresas Eléctricas Argentinas - BRAZIL—Emprésas Elétricas Group of Companies » CHILE 
—Cia. Chilena de Electricidad + COLOMBIA—Cia. Colombiana de Electricidad + COSTA RICA—Cia. 
Nacional de Fuerzay Luz + CUBA—Cia. Cubana de Electricidad + ECUADOR—Empresa Eléctrica del 
Ecuador + GUATEMALA—Empresa Eléctrica de Guatemala +» MEXiCO—impulsora Group of Companies 
* PANAMA—Cia. Panamefia de Fuerza y Luz + 
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| came from US. Steel’s 
| Smith. The steel industry’s 1960 pro- 





| and recreational 
| Cork’s Hoadley, conceding a probable 
| 15% decline in new home construc- 


terms, gross national product is all but 
certain to rise from its current $490- 
billion annual rate to some $515 billion 
by next December. Yet with the econ- 
omist’s inbred caution, this rosy op- 


| timism was hedged. The big growth, 


they suggested, would be in the first 
half, and a turndown may have begun 
by the end of the year. 

Late & Soon. One heady forecast 
Bradford 


duction should be, he said, between 


| 125 million and 130 million tons. 
| “That,” he added, “will cause a great 
| deal of ‘oohing’ and ‘aahing,’ because 


the previous record was 117 million 


| tons in 1955.” 


Smith, however, also appended a 
footnote. Steel’s high rate of out- 
put will be based partly on de- 
ferred demand because of the long 
steel strike. “If we continue operating 
at the present rate of 95% of capacity,” 
observed Smith, “the [deferred] back- 
log will be made up in about eight 
months. After this... even if we have 
otherwise well sustained business, the 


| production rate would drop back to 
| about 70%.” 


A similar doubtful glance at the sec- 
ond half came from Ford Motor’s 
Hitchings. Even though the industry 


| expects a seven million car year 


(compared with about 6.1 million in 
1959), he prophesied, by mid-year the 
dealer inventory build-up should be 
completed and the production rate 
should drop in the second half. 

But such qualifications aside, the 


| consensus was buoyantly confident. 


Ellis of du Pont, for instance, saw a 
year-long increase in disposable per- 
sonal income, and as a result definite 
increases in spending for food, tobac- 
co, clothing, gasoline and household 
items. Armstrong 


tion, felt nonetheless that rising com- 


| mercial and industrial building would 
| be a “sustaining” force. 


panies of the American & Foreign Power System join with the many other | 


More to Come. One thing virtually 
all the assembled economists expect- 
ed: a continued tight-money situation. 
Most, however, seemed to feel, with 
Roy L. Reierson of New York’s Bank- 
ers Trust Co., that consumers could 
and would get more credit next year. 
For business, too, said he, “the funds 
will be available to finance further in- 
creases in output.” 

All in all, summed up Martin R. 
Gainsbrugh, the Conference Board's 
own chief economist: “Over the next 
12 months . . . we shall be building 
stresses and strain into this boom 


|... that will culminate in the next 
| business contraction. Nevertheless, as 


| we enter the Golden Sixties, the peak 
VENEZUELA—Cia. Anénima Luz Eléctrica de Venezuela | 


of this boom is not yet in sight.” 
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THE MARKET OUTLOOK 


by SIDNEY B. LURIE 
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common sense practical considera- 
tions. In turn, there are two arrows 
to this particular bow, namely: The 
new world with its changed balance 
of political power; prosperity and 
boom in Western Europe. Thus, the 
Big Story of 1959 is more external 
than it is internal. 

Last year taught two important 
stock market lessons which have a 
moral for today. 1) It’s more profit- 
able to be concerned with values than 
labels. The former are tangible, where- 
as the latter are transitory. 2) With 
this no longer a market that moves in 
unison, it’s more profitable to be op- 
timistic on a few stocks—and indif- 
ferent to many—than to have an 


Leap Year 


A FANTASTIC decade now is just an- 
other chapter in the economic history 
books. Its lessons, however, still are 
very much in force and they revolve 
around two basic considerations: 

1) Change will be as much a char- 
acteristic of the 1960s as it was the not more—in ple- 
1950s—and not just because the Space beian businesses 
Age means that man is in danger of as in the glamorous industries of 
becoming obsolete as a result of his atomics, electronics or drugs. This 
own progress. Rather, this is an era because the chief driving force of the 


boating and bowl- 
ing, compact cars, 
and others. In like 
vein, coming suc- 
cess stories are apt 
to be as much—if 


of research, of scientific revolution, 
and new industries and new products 
will grow up and become an accepted 
part of our lives. 

2) There will be yearly corporate 
success stories, too, and not neces- 
sarily only in the advanced fields of 
technology. After all, the past decade 
was notable for the new businesses 
which crept up almost unnoticed, such 
as convenience foods, credit cards, 
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early 1960s will come from the teen- 
age population explosion and its im- 
pact on the consumption of food and 
clothing, even on home design and 
construction. 

To put it in a word, the Big Story 
of 1959 does not revolve around the 
promise that the Golden Sixties are 
ahead (actually, the most dynamic 
phase of the population explosion 
won't occur for several years), but on 


all-inclusive view. The pat view has 
become outmoded. The latter merits 
particular emphasis at this time, for, 
if there is to be an unpleasant surprise 
in 1960, it won’t come in the second 
half, now under suspicion, but in the 
first half, which like Caesar’s wife is 
presumably beyond reproach. 

If this assumption is correct, market 
action should be predicated on three 
cardinal principles of action: 1) This 











What’s still ahead for the 


AUTO STOCKS 
IN 1960— 


Including: American Motors, 
Studebaker-Packard, Ford, 
General Motors, Chrysler, etc. 


Not since fondly-remembered 1955 has the public seemed so 
hypnotized by Detroit’s new offerings. 


The result: booming sales, packed showrooms, virtually no price- 
haggling. Dealers’ only complaints are insufficient deliveries because 
of the steel strike (which has affected some companies much less 
than others). 


While the automobile industry as a whole should indeed strike it 
rich in 1960, the important question for investors is: Which par- 
ticular stocks will benefit most from— 


1. The most successful versions of the “compact” car. 
(One company has a substantial lead on the others; 
another is falling behind.) 


. Better supplies of steel. (One of the Big Three has a 
“captive” steel plant which supplies half its needs; 
other companies’ stockpiles vary.) 


. An expected “spill-over” of public enthusiasm for “com- 
pact” cars into—surprisingly—a greater demand for 
higher priced models as well! 


True, investors have already bid lavish prices for certain auto stocks 
in anticipation of high 1960 earnings; yet one such stock—a recent 
“glamour” stock—is still strong enough to rank in Value Line’s Group I 
(Highest) for probable market performance in 1960, while another recent 
favorite has dropped to Group IV (Below Average). 

Recent popularity aside, one stock offers the best combination of 
probable market performance and safety; one offers the most interesting 
package of dividend yield and longest-term growth; a third offers the best 
speculation—with both higher possible risks and rewards. 


COMPLIMENTARY REPORT 


We will send you, without charge, the following immediately-useful 
guides together with a half-price, four-week Guest Subscription Offer: (1) 
the 80-page Value Line Survey of the Automobile AND Aircraft Stocks, 
(2) the 31-page Inflation Protection Guide, (3) a special 12-page analysis 
of stocks in the field of Beryllium, Tomorrow’s Wonder Metal...and... 
(4) The Summary of Advices for 1960—bringing you a resume of ALL 
Value Line’s forecasts for the next twelve months—covering 850 common 
stocks, each ranked according to expected market performance, value, 
safety, income and long-term growth. 

And under this Guest Subscription Offer you will receive all the follow- 
ing forthcoming Reports for only $5: (a) the next 4 weekly editions of the 
Value Line Survey with reports on over 250 stocks, (b) a new Special 
Situation Recommendation, (c) a Supervised Account Report, (d) two 
Fortnightly Commentaries, and (e) Weekly Supplements. (In contrast 
to this $5 offer the regular rate is $120 annually.) 


To take advantage of this Special Offer, fill out and mail the coupon below. 


Name 
Address. 


City... nie Zone.... State..... 
Send $5 to Dept. FB-145 


THE VALUE LINE 


INVESTMENT SURVEY 
Published by ARNOLD BERNHARD ¢ Co., Inc. 
Value Line Survey Building, 5 E. 44th St., N. Y. C. 17 














| is a good time to look for the com- 
| panies and industries that may pro- 


vide a speculative surprise, such as 
the building, metal, oil and textile. 
2) It’s also wise to look for the indus- 
tries and companies that enjoy an 
especially bright outlook, such as the 
auto, office equipment, retail trade, 
and British steels. 3) Above all, this 
is a good time to concentrate on the 
comfortable stocks, i.e., those for which 
an apology doesn’t have to be made. 
Illustrative of the foregoing, the 


| speculative fraternity may be over- 
| looking the fact that with copper now 


in short supply and the economy im- 
proving, the domestic mines will run 


| at capacity for some months ahead. 
| Furthermore, the recently increased 
| aluminum price strengthens the posted 


33 cent per pound price of copper; in 


| August, before the strike, domestic 
| prices averaged about 30 cents a 


pound. Anaconda, with about three 


| quarters of its output outside the 


United States, seems a particularly 
interesting speculation around 63. 


| Earnings in 1959 should be in the $5.50 


to $6 per share area, and a $7 or better 
earnings potential is in prospect for 
1960 when dividends probably will ex- 
ceed last year’s $2.50 per share pay- 
ment. The company will then have 


| the full benefit of its El Salvador mine, 


probably the world’s lowest cost mine. 
The value in First National Stores, 


| around 57, paying $2.50 and enjoying 
| a better than $5 per share earnings 


background, is also intriguing. No 
question about it, the grocery chains 
last year discovered that they were 


| competing more with each other than 
| with small independent merchants. 


This is why First National Stores 


| no longer sells at 88, as it did in 1958. 
| The company is still the leading 
| food retailer in the heavily populated 
| areas of the New England states. Fur- 


thermore, its pretax profit margin is 
the best in the industry, and an ag- 


| gressive program of closing marginal 


units and opening new supermarkets 


| is being followed. First National now 


operates only about one half the num- 


_ ber of stores it did in 1950, but total 


sales are up some 54%. 
The oils are still a much mis. .nder- 
stood business whose balance sheet 


| is stronger than is inferred by the 
| heavy institutional liquidation of past 
| months. The demand for oil is excel- 


lent, inventories are being reduced, 
and prices should firm this winter. 
Furthermore, Libya, an area which 
has about one third as much oil as is 
in the United States, has changed the 
world balance of oil power. Standard 
Oil (New Jersey), a company with an 
important stake in Libya and a new 
look in its heretofore lugubrious do- 
mestic refining and marketing activi- 
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ties, requires no apologies at around | 
48. This year’s profits should exceed | 
estimated 1959 earnings of roughly $3 | 


per share, and the dividend is $2.25. 


Speaking of misunderstood busi- | 
nesses, the low point in United Air | 
Lines’ affairs probably was passed last | 
month. True, the fourth-quarter profit | 


will be substantially below the $1.03 


per share reported a year ago when | 
United's volume was boosted sharply | 


by strikes on competing lines. But it’s 


important to note that the company | 


purposely cut its schedules so as to 
meet existing jet competition and to 
train pilots for the new jets. As a re- 


sult, while the load factor per plane | 


was approximately the same as a year 
earlier, United was using fewer planes 
and had less of a base with which to 


absorb increased overhead. The com- | 


pany’s flying capacity should increase 
sharply from here on, however, and 
this is the factor which will, permit 
United to regain lost markets and 
cover its new overhead. Speedwise, 
there is essentially no difference be- 
tween the DC-8 and the 707. An inter- 
esting speculation around 36. 

Among lower priced issues, the Brit- 


ish steels still seem most interesting | 
for England has just entered the cap- | 


ital goods phase of its business boom, 


which indicates several years of pros- | 
perity. Furthermore, the low over- | 


the-counter prices of the American 
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The Market Outlook for 


AY 


141 Selected Stocks for Investment 


Our year-end Special Report contains both a general 
discussion of 1960 prospects and a list of 141 dividend 
paying common stocks with returns currently ranging 
up to 6% or more (calculated on 1959 dividends). If 
you would like a free copy, just write or call for F84. 


HORNBLOWER & WEEKS 


40 Wall Street, New York 5,N. Y. DI 4-6600 


*Midtown: 400 Madison Ave., at 47th St. (17) PL 1-1900 
*Open Thursdays until 9 PM 
Members New York Stock Exchange and other Principal Stock Exchanges 
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depositary receipts is not indicative of | 
the individual company’s quality. For | 


example, Steel Company of Wales, 
now selling around 7 over-the-coun- 
ter, is the second largest steel com- 
pany in Great Britain. The company 
earned 78c per share in the past fiscal 
year on less than an 80% operating 


rate and paid 28c. It has just an- | 


nounced a 20% expansion program, 
will fully utilize its current capacity. 
A sharp increase in earnings lies ahead. 

This column’s thinking revolves 
around one basic consideration: name- 
ly the fact that 1960 is a Leap Year 
doesn’t mean that the market and the 
securities buyer will “leap” into a new 
era overnight. It’s very simple to take 
the long view and discuss the Golden 
Sixties (a term which probably will 
lead to some later disillusionment). 


But an accelerated marriage and fam- 
ily formation rate isn’t on the calen- | 


dar until 1965. It’s equally simple to 
dissect the current business upsurge 
and offer reservations of one kind or 
another. But the fact remains that 
there never has been a time when the 
future was free of doubt. This is the 
very small price we all pay for living 
in a capitalistic society. Thus this is a 
good time to maintain a balanced view, 
free of extremes and wary of the bell 


which would signal a major change in | 


the market environment. 
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& LIGHT COMPANY 


Dividend Notice 


Quarter! mee of $1.25 per share on the 5% 
Re , $1.13 per share on the 4.52% seria 
preferred me $1.54 per share on the 6.16% serial 
preferred stock, $1.41 per share on the 5.64% serial 
preferred stock, and 40 cents per share on the 
common stock of Pacific Power & Light Company 
have been declared for payment January 11, 1960, to 
stockholders of monet | at the close of business 
December 31, 1959. 


H. W. Millay, Secretary 


a 


PORTLAND, OREGON 
December 16, 1959 




















CANADIAN PACIFIC 
RAILWAY COMPANY 
DIVIDEND NOTICE 


At a meeting of the Board of Directors 
held today a final dividend of seventy-five 
cents per share on the Ordinary Capital 
Stock was declared in respect of the year 
1959, payable in Canadian funds on Febru- 
ary 29, 1960, to shareholders of record at 
3:30 p.m. on January 5, 1960. 

By order of the Board. 

T. F. 


CORPORATION 





TURNER, 


Secretary New York, December 17, 1959 





| Montreal, December 14, 1959. 
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What's wrong 
with 
your stocks? 


That may seem like a strange ques- 
tion for us to ask, but it’s one no in- 
vestor can afford to ignore. 

Because the bad things about a stock 
you own can be just as important as 


the good things—at times even more | 


important. 


Look at it this way: Before you buy | 


a stock you check both the good and 


the bad, make as sure as you can that | 
it really is the best you can buy for 


your purposes. 


But once you’ve bought it, the em- | 
phasis sometimes shifts. Like a lot of | 


people we know, you may tend to for- 


get the bad things—just keep looking | 
for all the evidence you can find to | 


support your original judgment — to 
prove that you made a good buy. 
That’s only human, we admit. 
But it can be dangerous—especially 
if it blinds you to change. 


Because investment valuesdo change, | 


and if new facts should develop that 
make one of your stocks far less desir- 
able—well, the sooner you know about 
it the better. 


That’s why our account executives 
get so many calls from experienced in- 
vestors . . . why these investors keep 
checking on the current status of their 
holdings to make sure that nothing’s 
gone wrong. 

If you’re not sure about the stocks 
you own, you might find it helpful to 
discuss your portfolio with one of our 
account executives yourself. You can 
reach one by phone if you like, or talk 


to one in person anytime you care to 
visit — 


Merrill Lynch, 
Pierce, Fenner & Smith 


INCORPORATED 


Members New York Stock Exchange 
and all other Principal Exchanges 


70 Pine Street, New York 5, N. Y. 
Offices in 112 Cities 











MARKET COMMENT 


by L. O. HOOPER 


Quest for Good Ideas 


More AND more, the idea that it is 
important to know what “the market” 
is doing becomes obsolete folklore. 
It is the individual stocks that matter. 
In 1959, for instance, the market as a 
whole, as measured by the DJ 65 
stocks (not the DJ industrials) ad- 
vanced just about 8%—on net, a little 
better than a neutral performance. 
But look at the contrasts in the be- 
havior of the following individual is- 
sues between January 1 and Decem- 
ber 31: 
ADVANCES 

American Motors 

Ampex 

Clevite 

Ford Motor 

General Time 

Howe Sound 

Polaroid 

Texas Instruments 

Varian Associates 

Wagner Electric 


DECLINES 


Boeing Airplane 

Creole Petroleum 

Dresser Industries 
General Dynamics 
Moore-McCormack 
Newmont Mining 
Standard of N. J. ........ 
United Aircraft 

United Fruit 


Barring one of those entirely unex- 
pected new investment influences 
(which dash into the picture every 
now and then), the 1960 market easily 
might be much like that of 1959. On 
balance, it is almost certain that the 
electronics issues will not do as well 
in 1960 as in 1959 and highly improb- 
able that the oils and rails will do as 
badly. There will be new vogues. 
There will be new well-behaved 
stocks. There will be new ill-behaved 
stocks. We will have to feel our way 
along, remembering that a reappraisal 
of the outlook is just as necessary in 
any other month as it is in January. 
There’s nothing unique about January 
except perhaps too much snow and the 


| new calendar. 


Right at the moment, I would ex- 


| pect American Motors (85) to be a 


passing star. The company’s Decem- 
ber quarter earnings, shortly to be 
published, will look like a million 
against the poor earnings of Chrysler 
(probably a loss of $5 or $6 a share 
for the quarter) and General Motors. 
The issue is about to be split 3-for-1, 
and when the stockholders approve 
the plan, the new stock will be traded 


for a while on 

a “when issued” 

basis. Last year, 

sales of the 

Rambler increased 

faster than total 

sales of all foreign 

made small cars. 

This year, helped by the sales push 
General Motors, Chrysler and Ford 
will make for their compact cars, 
American Motors should sell more 
automobiles than in 1959. While this 
stock demands close watching, it 
would appear to be a good trading 
issue right now. A new high, around 
100, looks reasonable. 

Smith Kline & French (59) looks 
as if it might enjoy a sales increase of 
25% to 30% in 1960, which is more 
than forecast for most big drug com- 
panies. Sales last year were around 
$137 million against $124 million in 
1958 and only $39 million ten years 
ago. Per share earnings in 1959 were 
about $1.85 against $1.43 in 1958, $1.31 
in 1957, $1.24 in 1956, $1.10 in 1955, 
64c in 1954 and 34c in 1953. This is a 
good, steady, uninterrupted growth. 

The secret of this company’s growth 
is that it specializes in mental health 
drugs. Great progress has been made, 
and is being made, in this most prolific 
field. Mental patients occupy more 
hospital beds than all other hospital 
patients combined. About one family 
out of ten has one or more exasper- 
ating mental health problems. This 
stock sold as low as 45% in 1954. Last 
year it got up to 61%. 

Readers ought to be aware now of 
what’s going on in the affairs of the 
big oil companies. One of the largest 
international oil companies is plan- 
ning to spend only half as much in 
1960 as in 1959 in developing new 
sources of production. Cash flow, 
before such development expenses, is 
expected to be “about the same” as in 
1959. Reported earnings will not be 
penalized by such large development 
expenses. (charged off against operat- 
ing costs) and per share earnings are 
more likely to rise than fall. The oil 
stocks here may not be “exciting,” 
but the good ones, representing the 
fully integrated larger companies, and 
especially the internationals, are 
cheaper than most institutional quali- 
ty issues. For quality and mild profits, 
I like Phillips Petroleum, Continental 
Oil, Standard Oil of New Jersey, 
Standard Oil of California, Gulf Oil 
and Royal Dutch. Avoid most of the 
small companies, whether producers 
or refiners. 
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For Only $5, You Can 


TRY BARRON’S 
FOR 17 WEEKS 


to help your money grow 


Here is a way to discover, at low cost, how 
Barron’s National Business and Financial 
Weekly gives you complete financial _ 
investment guidance—the equivalent of 
numerous 8 services that cost much 
more. A trial subscription—17 weeks for 
only $5—brings you: 
verything you need to know to help 

you handle your business and investment 
affairs with greater understanding and fore- 
sight . . . the investment implications of cur- 
rent political and economic events, and 
corporate activities ... the perspective you 
must have to anticipate trends and grasp 
= investment opportunities . . . the 

nowledge of underlying trends, immediate 
outlook, vital news and statistics, which 
indicate real values of securities. Compactly 
edited to conserve your time, yet keep you 
profitably inform 

No other publication is like Barron’s. It 
is the only weekly affiliated with Dow 
Jones, and has full use of Dow Jones’ vast, 
——_ information in serving you. 

Try Barron’s and see for yourself how 
this complete weekly financial news service 
gives you money-making, protective in- 
formation you need in managing your busi- 
ness and investments wisely, profitably, in 
the eventful weeks ahead. 

Only $5 for 17 weeks’ trial; full year’s 
subscription only $15. Just send this ad 
today with your check for $5; or tell us 
to bill you. Address: Barron’s, 392 New- 
bury Street, Boston 15, Mass. F-115 


IS NOW THE TIME] 
TO SPECULATE 
IN‘NEW’ STOCKS? 











Send $1 for heres tw ytd. ind 
trial on prompt refu: 
LOWRY’S REPORTS, ‘hn 
Established 1938 
250 P. PARK AVE., NEW YORK 17, N. Y. 


DON'T QUIT SMOKING 


«+» Before Giving My Pipe a Trial! 


month’s 
sir satisfied. 
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Chrysler's (70) earnings for the | 


December quarter, when published, 
may be poor enough to cause more 
pessimism about the stock. If the issue 
gets down around 60, however, I 


would take another look at it. There | 


is no reason to expect a sensationally 
good showing in the first quarter, but 
the second quarter might be another 
story. Remember there is terrific lev- 
erage in the small capitalization of this 
giant company, and that 1960 prob- 
ably will be an excellent automobile 
year. High-cost steel is an important 
factor in the company’s poor current 
results. This stock is a high risk for 
possible high profits. 

Singer Mfg. (54) is believed to have 
earned about $3.35 a share in 1959 
against $2.41 in 1958, largely due to 
better profit margins. This company 
has been a sleeping giant; it now has 
a more aggressive management. 
Plants are being relocated, the compa- 
ny’s competitive position is geting 


more effective, and for the first time | 


since 1913, currency problems are un- 
der control. Since it does business in 
many lands, currency confusion has 
been a heavy handicap for Singer for 
years. This “big name” stock is worth 
watching. 

Without trying to time broader 
moves in the prices of the stocks in 
the group, I would like to advise re- 
taining holdings in the meat packing 


| issues. This should be a good year for 
| the industry—lots of cattle and hogs to 


slaughter and probably generally low- 


| er prices for meat, which is good. 


Swift is the quality issue, with Wilson 
a close second. Armour has by far the 
greatest leverage. 

I continue to regard O.M. Scott & 
Sons (lawn grass, fertilizer and weed 


| killers) an excellent growth stock. It 


has advanced to around 37 recently. 
Just think what you are spending, and 


| willing to spend, to get a good lawn on 


that reluctant soil, and observe how 
Scott is helping you spend it... . 
James Lees & Sons (48) looks like a 
really cheap stock, earning around $6 
a share. Carpets are getting more 
povular, and the motel and hotel mar- 
ket for them is increasing... . 

U.S. Plywood (49) is down from a 
1959 high of 59%. Operating earnings 
for the year to end April 30 should be 
between $4.25 and $4.50 a share. This 
often has been a good trading stock. 
It looks interesting at around these 
prices and is not overvalued... . 
National Homes (16) is down from a 
high of 25. If this company’s future is 
anything like its past, here’s a real 
“growth” stock at a heavy discount. 
People don’t seem to be willing to 
enthuse about it because of the cur- 
rent moderate downtrend in residen- 

(Continvep on PAGE 56) 
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Making Profits in 
STOCKS 
by POINT and FIGURE technique 


This method of market analysis builds your 
independent judgment in helping to select 
the right stocks at the right time. Widely 
used by professional traders and investors 
og Making Market Profits—and Keeping 
Them. 


FREE ON REQUEST 


Literature on Figure Charts of Stocks and 
Commodities . . . a daily price change 
service . . . and instruction material. All 
will be sent free on request. Just write 
for Portfolio F-71. 


MORGAN, ROGERS & ROBERTS, Inc. 
64 Wall Street * New York 5, N. Y. 








We have an opening for a 
Registered Representative 


with established clientele. We can offer 
a useful combination of advantages to 
the right man. Address your inquiries 
in confidence, t * phone or mail, to Mr 
Bruno Wolfe or Mr. John W. Schulz. 


WOLFE & CO. 


Members New York Stock Exchange 
and American Stock Exchange (Assoc.) 


72 Wall St., New York 5 BO 989-8420 
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CONSOLIDATED | 

NATURAL GAS 
COMPANY 


30 Rockefeller Plaza 
New York 20, N. Y¥. 


Divipenp No. 48 


Tu BOARD OF DIRECTORS 
has this day declared a regular 
quarterly dividend of Fifty-Five 
Cents (55¢) per share on the 
capital stock of the Company, 
payable February 15, 1960 to | 
stockholders of record attheclose | 
of business January 15, 1960. 

Joun MILLER, Secretary | 
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On page 7 
You saw the famous hands of 
Artur Rubinstein 


Like millions of his 

fellow Americans, 

this great concert 

ianist finds life at 

e easier... travel 

by land, sea and air 

more dependable . . . 

industrial products 

better . . . thanks to Robertshaw-Fulton 

Controls Company, worldwide makers 

of controls for an automatic today and 
an increasingly automatic tomorrow. 
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ALES POLLED LE TR, 


CURRENT RATE 
ON INSURED SAVINGS 


A'r% 


Earnings paid or compounded quarterly 


Southern California’s oldest, 
one of the nation’s largest savings 
and loan associations 





In 75 years this trustworthy 
institution has never missed a divi- 
dend, nor have its doors ever been 
closed on a business day. 

Its savings accounts are held by 
investors throughout the United 
States, and are exempt trom per- 
sonal property tax in California. 

Each account is insured to 
$10,000 by Federal Savings and 
Loan Insurance Corporation. A 
number of accounts may be ar- 
ranged to provide insurance pro- 
tection for all of them. 

Corporation accounts are ac- 
cepted and insured. 

Funds placed by the tenth of 
any month earn trom the first of 
that month. 


ASSETS OVER 140 MILLION DOLLARS 


Convenient postage-free mail service 
WRITE FOR COMPLETE INFORMATION 
P.O. Box F-2592, San Diego 12, California. 


Address .... 


STOCK ANALYSIS 


What Price for “Growth”? 


Tue broadly representative Standard 
& Poor’s 500 stock average wound up 
1959 with a net gain of 8.6%. Consider- 
ing that the past year was a record 
breaker of the first order—there were, 
for instance, some 320 stock splits 
voted and another 40 odd proposed!— 
the stock market’s comparative mod- 


| eration is deserving of attention. 


Stock prices always tend to antici- 


| pate the future, but the process of dis- 


counting the earnings of the years to 
come simply can’t go on indefinitely. 
There comes a time when the market 
must wait for the future to catch up 
with all the hopeful expectations, and 
this may take a little longer than some 
impatient people think. Any business- 
man will agree that it is a remarkable 
accomplishment for any company to 
double its volume as well as its profits 
over a period of three years or so; it 
is even more remarkable if a com- 
pany holds promise of duplicating that 
performance over the next three 
years. Yet, to expect that stock prices 
of such outstanding growth com- 
panies can continue doubling year 


| after year is not only unrealistic, but 


may prove dangerously naive. 
While the shares of a rapidly grow- 
ing company should sell at a material- 


_ ly higher price/earnings ratio than a 
| mature and comparatively static busi- 


ness, utmost caution is indicated when 


| stocks are selling at 30 or 40 times 
| present earnings, particularly in cases 
| where these earnings result from an 
| inordinately high profit margin which 


may be difficult to maintain in the 


| future. It seems probable, therefore, if 


not inevitable, that the steeply rising 


| price trend of many of last year’s 
| growth stock favorites will have to 
_ level off and be geared more closely 


to the foreseeable trend of earnings. 

Often the question comes up: What 
is this stock “worth”? Hardly any- 
thing is more intangible or more diffi- 


| cult to define than the concept of 


“value.” Certainly, as far as the stock 


| market is concerned, there are no 


absolute standards of value. Ten years 
ago we had to pay only $6.90 to ob- 


| tain $1 earnings from the average 


industrial stock; by the end of 1959 the 
price of $1 earnings had risen to 
$17.90. Obviously, inflation has caught 
up with the stock market too, but that 
is not the only reason. The confidence 
factor, another highly intangible con- 
cept, is also playing a major role. 

As long as people are confident, as 


| they are now, that the future is bright 
| and that earnings and dividends will 


by HEINZ H. BIEL 


keep on _ rising, 

they will be willing 

to pay high prices 

for common stocks. 

With all the tan- 

talizing forecasts 

for the Golden Six- 

ties, it is not sur- 

prising that confi- 

dence is at a superlative stage. It is not 
inconceivable that even the superla- 
tive will be topped in the months 
ahead as business activity as well as 
profits reach unprecedented heights. 
That will be the boom stage which, I 
hope, can be avoided, because the con- 
sequences of such excesses can be 
most unpleasant. 

Recently (Forses, Dec. 1, 1959) I 
commented favorably on Collins Radio 
which has since been listed on the 
NYSE and quickly became a lively 
performer. It seems that my earnings 
estimate will prove to be too conserva- 
tive by a fairly wide margin. With 
second fiscal quarter (ending Jan. 31, 
1960) running at least at the same 
high rate as in the first three months, 
results for the full year could easily 
rise to $4.50 a share. On that basis the 
stock, even at the present higher level, 
is still fairly priced among the elec- 
tronic stocks and comparatively at- 
tractive. 

The steel controversy has at last 
been settled, and the market has had 
its celebratory fling. The settlement is, 
of course, a compromise—not all good, 
or all bad. But one thing is predict- 
able as I write: the settlement will 
have to lead to some increase in steel 
prices. Probably those will not fully 
compensate for the rise in employment 
costs. Yet the industry will be oper- 
ating at a very high rate of its ex- 
panded capacity, so high that profits 
should compare favorably with the 
record earnings shown in the first half 
of 1959. 

Steel shares are still selling at a far 
lower price/earnings ratio than the 
average industrial stock, the reason 
being that the steel industry is sub- 
ject to relatively greater cyclical fluc- 
tuations. However, the leading steel 
companies have proven during the 
recession periods of the past decade 
that they can stay in the black even 
when operating at a low rate of ca- 
pacity, and that their finances are 
sound enough to allow continuation 
of established dividend rates even in 
the face of sharply lower profits. 

This may not hold true in case of a 

(CONTINUED ON PAGE 56) 
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Our Editors Believe This Stock May Be One of 


ing to match the spectacular gains of the electronics 

stocks. Buying most of them, however, would have 
been far too risky for the average investor. And only 
one particular kind of electronic stock offered both rea- 
sonable safety and great capital gain potentials. Stocks 
like: 


I’ the last two years there has been practically noth- 


To PROFIT 
49% 210% 

43 309% 

136% 507% 
These had been well-established, old-line companies. 
Then “glamour” was added by the expansion into other 
dynamic fast-growth areas of the electronics business 
.--and the stocks soared. 


NOW—A Similar Situation That Could Duplicate These Rises 


Yes, we believe this one electronics “sleeper” has much of 
what Clevite, Hoffman, and Zenith had—and in some ways 
more. Few investors know about the basic change in this 
company yet. But judging from past history, situations with 
as much hidden potential as this company appears to have, 
do not go unnoticed for long. 


The Most Exciting 


ELECTRONICS “SLEEPERS’ 
IN THE MARKET TODAY 


e@ A respected, old-line name in a long established industry, 
the company is being transformed into a dynamic electronics 
manufacturer. New “‘glamor’’ growth lines already account 
for 30% of stepped-up sales. 

Four important new product developments are now shaping 
up...each one of which could add substantially to profits in 
the next few years. 


Unsuspected even by many insiders, these developments, 
when they become generally known, could have an explosive 
effect on the less than 750,000 shares of stock available to 
the public. 
Get the facts on this dynamic issue. Send today for our 
comprehensive Report on: “ONE OF THE BEST ELECTRONIC 
‘SLEEPER’ OPPORTUNITIES IN THE MARKET TODAY.” And, 
with this Report, you will also receive — at no extra cost our 


COMPLETE NEW EVALUATIONS 
OF 156 LEADING ELECTRONIC STOCKS 


This latest tabulation gives capsule descriptions, sales, earn- 
ings, dividends, profit margins, capitalizations, highs and 
lows on the 156 best-known electronic stocks ...and also ear- 
marks those that can still be purchased for good 1960 gains. 
Now in preparation, this Study will be sent to you as soon 
as it comes off the press. 





GET NEW EVALUATIONS ON THESE 


Acme Elec. 
Acoustica Assoc. 
Admiral Corp. 
Advance Indus. 
Aeroijet-General \ 
Aerovox Corp. . ‘ Gen. Electric 
Allied Control Gen. instru. 
Amp Incorp. Gen. Prec. Ea. 
American Bosch. Gen. Tel. & El. 


Beckmon Instru. 
Belock Instru. 
Bendix Aviation 
British Indus. 


DuMont Labs. 
Dynamics Corp. 
Eastern Indus. 


Foxboro. Co. 
R 


Clorostat Mfg. 
Clary Corp. 
Clevite Corp. 
Cohw Elec. 
Collins Radio 
Cons. Electrodyn 
Cons. Elec. Ind. 
Cook Electric 
Corne!!-Dubilier 
Craig Systems 
Cubic Corp. 
Cutler-Hommer 
Daystrom Inc. 


Gen. Tronsis. 
Giannini Controls 
Hazeltine Corp. 
Hermes Corp. 
Hewlett-Pockord 
High-Voltage Eng. 
Electr. 
Infra-Red Ind. 
Int. Bus. Mach. 
Intern. Rectifier 


Erie Resistor 


Baird Atomic Fairchild Cam. 





$ SPECIAL 
INTRODUCTORY 
OFFER 


You may have a copy of both of these Reports, 
plus 2 issues of our new bi-weekly SCIENCE 
& ELECTRONICS INVESTMENT LETTER — for 
just $1. Just mail the coupon below TODAY. 
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(2) Your Latest Evaluations 


156 LEADING ELECTRONIC STOCKS 


Intern. Resist. 
Intern, T. & T. Minneapolis-Honey. 
Interstate Eng Motorola Inc. 

Itek Muter Compony 
Jeflerson Elec Nardo Micro. 
Jerrold Electr. Nordo Ultras. 
Kennedy (D. S.) Not!. Cosh Reg. 
Leor Inc. Notional Co. 
Leeds & Northrup New Hamp. B. B. 
Lob. For Electr. No. Amer. Ave. 
Ling Altec 
Liquidometer 
Litton Indus. 
Magnavox Co. 
Mallory (P.R.) 
Manning, Maxwell 
Maxson (W. L.) 
Microwove Asso. 
Midwestern Instru. 


Milgo Philips Lamp 
Polorad Elec. 
Precision Rodiot. 
Radiation Inc. 
Radio Condenser 
RCA 


Standard Coil 
Statham Instru. 
Taylor Instru 
Technical Opero. 
Technology Inst 
Tel-Avtograph 
Telechrome Mig 
Telecomput. Corp. 
Texas instr 
Thomp.-Ramo-W. 
Topp Indus 
Tracerlab, Inc. 
Transitron Et. 
Tung-Sol Elec. 
Varian Asso. 
Victoreen Instr. 
Western Union 
Westingh. Elec. 
Wilcox Elec. 
Zenith Radio 


Raytheon Co. 
Senborn Co. 
Senders Assoc. 
Songomo Elec. 
Servo Corp. 
Servomechonisms 
Siegler Corp. 
Sonotone Co. 
Speer Carbon 
Sperry Rand 
Sprogve Elec. 
Sprague Eng. 
Saquere D Co. 


Northrop Corp. 
Nucleor-Chicago 
Oak Mig. 

Pacific Automa. 
Oxford Elec. 
Pacific Mercury El. 
Packord-Bell 
Perkin-Elmer 
Philco Corp. 


SCIENCE & ELECTRONICS INVESTMENT LETTER 
Babson Park, Mass. 


Yes, here is my $1. Send me 
at once: (1) Your Report 
Electronic “Sleeper,” 


Published by Spear & Staff, Inc. 
Check here if prefer a 3-month subscription 
Cj at the special rate of $25. (Regular rate $90) 
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1960 WARNING 
from The 
Wall Street Journal 


During the next three months, you 
will need to keep up to the minute on 
news affecting your future and the fu- 
ture of your business. 

Because the reports in The Wall Street 
Journal come io you DAILY, you get 
the fastest possible warning of any new 
trend that may affect your business and 
personal income. You get the facts in 
time to protect your interests or to seize 
quickly a new profit-making opportunity. 

To assure speedy delivery to you any- 
where in the United States, The Journal 
is printed daily in five cities--New York, 
Washington, Chicago, Dallas and San 
Francisco. You are promptly and reli- 
ably informed on every major new 
development regarding Prices, Taxes, 
Consumer Buying, Government Spend- 
ing, Inventories, Financing, Production 
Trends, Commodities, Securities, Mar- 
keting and New Legislation. 

The Wall Street Journal) has the largest 
staff of writers on business and finance. It 
costs $24 a year, but in order to acquaint 
you with The Journal, we make this 
offer: You can get a Trial Subscription 
for three months for $7. Just send this ad 
with check for $7. Or tell us to bill you. 
Address: The Wall Street Journal, 44 
Broad St., New York 4,N.Y. FM-1-15 


| 


| 


| 








POINT and FIGURE? 


e Wh 


investin 


ket, analysts and investors turn 


to the 
chartists. Why? Chartists tell what to do! 
e As Bob Randol, Financial Editor of the 


Fort Worth Star-Telegram reports: 
“Chartcraft ee themselves frankly 
on record, whereas some services stay 
enough on the fence at times to pro- 
tect themselves.” 


SEND FOR MONEY BACK TRIAL 


y all the current interest in the 
“Point and Figure” method for profitable 
? When in — about the mar- 


| 


| INVESTMENT POINTERS. 


Changing Gears 


| I conTINUE to believe that the market 


is high and that it will be difficult to 


| make gains in 1960 comparable to 
| those enjoyed during the last two to 
| three years. Remember the old axiom 


—“A bull makes money, a bear makes 
money; but a hog never makes money.” 
On the other hand, it is entirely pos- 
sible that the Dow-Jones industrial 
average will advance above 700, possi- 
bly 725 during the months ahead, and 
that selected stocks will make new 
highs. Nonetheless, I continue to urge 
readers to be extremely careful in 
making new selections—to change the 
gears in their thinking. This column 
will attempt to do likewise. 

As a result of an industry strike 
since late August last year, leading 
copper stocks have fared poorly in the 
market place for some months, and in 


| most cases, are now selling close to, 
| | or at their lows. However, the chances 
| | are that during the next few weeks, a 
| settlement will be made. As a result, 





| largest 


inventories will have to be replen- 
ished, and a strong demand from busi- 
ness should enable sales and earn- 
ings to increase this year. According- 
ly, I submit below, data on some of the 
issues in this group that appear attrac- 
tive at this time. 

Anaconda is the world’s second 
producer. Large _ reserves 


| owned in the United States and Chile 


| represent over 40% of the world’s es- 


timated reserve of copper. In addi- 


by J. DONALD GOODWIN 


tion, the company, 
through its wholly- 
owned American 
Brass and 71%- 
owned Anaconda 
Wire & Cable, is a 
leading fabricator 
of non-ferrous 
metals. It also produces zinc, lead, 
silver, manganese, uranium and 
aluminum (it is a substantial pro- 
ducer of the latter two). Since 
World War II, the company has spent 
$600 million for expansion, so that 
today it is generally considered one 
of the lowest-cost operators of its 
kind in the world. Indeed, 116 insti- 
tutions own stock in Anaconda today. 
Earnings last year were expected to 
be somewhere between $5-$6 per 
share vs. $3.16 per share in 1958. This 
year, a level of $6-$7 per share is an- 
ticipated, so that an increase in the 
$2.50 dividend (total declared in 1959) 
would appear possible. Finances have 
remained consistently strong for many 
years, with working capital amounting 
to $179.6 million on December 31, 
1958. Capitalization consists of $95.5 
million in funded debt and 10,714,627 
shares of common stock. Recent price. 
63, where the yield is 4%. Price range 
during the last 12 months, 74-58. 
Cerro de Pasco is the leading Pe- 
ruvian producer of non-ferrous met- 
als. In recent years, the company has 
acquired copper refining and fabri- 


MARKET AVERAGES—STANDARD & POOR'S “500” 


e To see what we are talking about, why not 
send for one of our introductory trial sub- 
ag and FREE 64-page explanatory 
You will receive the next four issues of 
whichever service you are interested in: 


NYSE Service 

ASE Service 

COMMODITY Service 
¢ You will also receive by first class mail the 
valuable study on ‘‘The Chartcraft 
Method & iy Trading.** 
e Send $10.00 today for your trial subscription 
and free 64-page book. You will receive a full 
refund if you do not recapture the cost of your 
subscription on your first Chartcraft trade. 


You keep the 64- “page book regardless of re- 
fund. Specify which service you want. 


CHARTCRAFT, INC., DEPT. F-13 
(Division of Business Reports, Inc.) 
1 West ‘venue, Larchmont, N. Y. 
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Richard Russell 

Read by ye Brees and serious investors 
throughout the world. Send for brochure explain- 
ing the Dow eory, reprints of the author's 
four recent at coin in BARRON'S, and a one- 
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Southern California 
Edison Company 


DIVIDENDS 

The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


COMMON STOCK 
Dividend No. 200 
65 cents per shore; 


PREFERENCE STOCK, 

4.48% CONVERTIBLE SERIES 
Dividend No. 51 

28 cents per share; 
PREFERENCE STOCK, 

4.56% CONVERTIBLE SERIES 
Dividend No. 47 

282 cents per shore 


The above dividends are pay- 
able January 31, 1960 to 
stockholders of record Jan- 
uary 5. Checks will be mailed 
from the Company's office in 
Las Angeles, January 30, 


P. C. HALE, Treasurer 


December 17, 1959 


(Pacihie Ga 


DIVIDEND NOTICE 
COMMON STOCK 
DIVIDEND NO. 176 


The Board of Directors on 
December 16, 1959, de- 
clared a cash dividend for 
the fourth quarter of the 
year of 65 cents per share 
upon the Company's com- 
mon capital stock. This 
dividend will be paid by 
check on January 15, 
1960, to common stock- 
holders of record at the 
close of business on De- 
cember 24, 1959. 

K. C. CHRISTENSEN, 
Vice President and T; 

San Francisco, Calif. 
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| cating facilities and an aluminum mill | 
| in this country, all of which have been | 


important contributions to sales and 
earnings. Indeed, over 50% of the 
company’s facilities are now located 
| here. 

Earnings were expected to recover 
to around $3 a share last year vs. $2.39 
per share in 1958, and in 1960 should 
further improve toward $4 per share. 


year increased 51% over the same 
period a year ago, largely as a result 
of acquisitions, and for the full year 
are estimated at $150 million vs. $103.6 
million in 1958. Further gains are ex- 
pected in 1960. Cerro’s management 
has done a splendid job diversifying 
the company’s operations, and further 
substantial gains in sales and earnings 
are looked for over the long term, as 
this expansion program is expected to 
continue. Recent price, 38; indicated 
dividend, $1 plus 5% in stock. 1959 
range, 50-34. Range since 1956, 77-24. 
The stock ought to be a good long- 
term speculation somewhere in the 
middle to high 30s. 
Kennecott was in a declining trend 
during most of 1959, having sold as 
high as 117 in the early part of the 
year and as low as 90 during the latter 
part of the year. At its recent price 
of 95, the stock would appear attrac- 
tive from the standpoint of income— 
the $6 annual dividend affords a yield 
of 6.3%—and gradual price recovery, 
perhaps to 105 during the next few 
months. On a long-term basis, the 
outlook also appears favorable, due to 
the fact that the company is extremely 
strong financially and because it is one 
of the world’s lowest cost producers. 
Earnings in 1959 were expected to be 
up slightly from the $5.44 per share 
earned in 1958. Further improvement 
is looked for this year, perhaps to a 
little over $7 per share, so that the $6 
annual dividend would appear reason- 
ably safe. 
In addition to being the world’s 
largest copper producer, Kennecott 
has other investments carried at $126.9 
million which include among others, 
the following—Quebec Iron & Titan- 
ium, two African gold-uranium com- 
| panies, a Nigerian-Columbian tin pro- 
| ducer, Okonite, 1,925,000 shares of 

Kaiser Aluminum and 114,285 shares 
| of Molybdenum Corporation. 


| within a few points of its low for the 


| 


COPPER STOCKS 


An Optimistic View 
Excellent long- 


term investment 
opportunities exist 


| in selected copper 
| equities, accord- 


ing to the January 


| Monthly Letter 
Sales during the first six months of last 


prepared by our 


| Research Depart- 
/ment. This is a 


minority view, since the leading copper 
stocks are selling closer to their 1959 
lows than to their highs, and now yield 
5% to 6%. In our opinion, the outlook 
for the industry does not justify the cur- 
rent unpopularity of copper stocks. 


THE ARGUMENTS 
FOR COPPER STOCKS 


The reasons for our favorable attitude 

toward selected copper equities may be 

summarized as follows: 

@ Because of the strike, copper should 
be in short supply in early 1960 

@ The industry has indicated a will 
ingness to take voluntary steps on a 
company-by-company basis to control 
production. 

@ The long-term outlook for copper is 
for world demand to exceed supply 


These arguments are developed by our 
Letter in some detail, with special refer 
ence to: areas of increasing and de- 
creasing copper demand; the compe- 
tition from aluminum and plastics; 
the outlook immediately following 
the end of the strike; and the effect 
of present tariff policy on domestic 
copper companies. 


TWO COPPER STOCKS FAVORED 


Our analysts conclude with recommenda- 
tions for stocks of two copper companies 
which seem particularly well situated 
One is a mining company whose well- 
regarded management and strong reserve 
position make it our favorite among the 
producers. The other is a smelter whose 
stock now seems underpriced. 

For your copy of our January Monthly 
Letter on the Copper Stocks, now avail- 
able to investors, simply mail the coupon 
below. 


CREATIVE 
| RESEARCH 


Phelps Dodge is currently selling | 


| last 12 months, and the chances are that | 


long-term capital appreciation. 


country, where it is the second largest 

producer. Phelps has enjoyed a long 

record of good earnings and dividends, 
(CONTINUED ON PAGE 56) 





purchases at this level should work | 
out favorably both for income and | 
The | 
company’s operatiotis lie solely in this | 


GOODBODY &COo. 
ESTABLISHED 1891 
MEMBERS OF LEADING STOCK 
AND COMMODITY EXCHANGES 
2 BROADWAY. NEW YORK 4 


OFFICES IN 39 CITIES 


lease send me without cost your 
Monthly Letter FJ-15. Please Print. 














Unusual Profit 


Opportunity 
In Soybeans 


Not since 1955 has the outlook 
m as favorable as it is now for a 
major bull market in soybeans. Even 
in the basis of the most conservative 
utilization estimates, the 1 soy- 
bean crop will not cover our needs 
this season. 


Large profits should be meade by those 
who get in during the early stages of the 
bull move and keep abreast of the situation 
as it develops. 


If you are interested in this un- 
usual profit ag hee one that 
could —_ ve you a substantial 

on ae on $500 investment—send 

oday for our latest soybean situa- 
tion appraisal. 


In addition to this ‘situation ap- 
praisal you will receive a two-week 
complimentary subscription to our 
commodity service—which is in its 
twenty-first year and one of the 
most widely read commodity ad- 
visory services. 


The Keltner Statistical Service 
1004 Baltimore Ave., Dept. F-10 
Kensas City 5, Mo. 

Enclosed is $1 for your ‘ao situation ap- 
praisal on soybean: I derstand this 
appraisal wil! airmatied “to me by return 
mail—also that your regular market letter 
for the next two weeks will be sent to me 
when issued 


NAME 
ADDRESS 


CITY & STATE 














COLUMBIA PICTURES 
CORPORATION 


The Board of Directors at 
a meeting held today de- 
clared a quarterly dividend 
of $1.06%4 per share on the 
$4.25 Cumulative Preferred 
Stock of the company, 2 
able February 15, 1960, 
stockholders of record Feb. 
ruary 1, 1960. 


LEO JAFFE 
First Vice-Pres, & Treas. 


DID YOU GET THESE BIG 


COMMOSITY 
PROFITS 


all taken since July Ist? 


MINN. WHEAT 
COTTON SPREADS 
COTTON 

EGGS 

WOOL 

RYE 74% 
SOYBEANS 54% 


Take advantage of the low margins and tax 
soving unities in these fast swinging 
markets. new, safer approach to com- 
modity profits helps even small investors to 
build capital and income quickly. Send for 
recent trading bulletins. 


COMMODITY FUTURES FORECAST 

















122% 
118% 
40% 
"70% 
88% 
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TECHNICAL PERSPECTIVE 


by JOHN W. SCHULZ* 


Two “Science”? Stocks 


Durinc December, the attention of 
investors and speculators alike was 
drawn to an abrupt increase in the 
trading volume, at rising prices, of 
Universal Oil Products (UOP—about 
26-27). The market seemed to sense 
that here, perhaps, a new star per- 
former was emerging from almost a 


| full year’s neglect. There are, it seems 
| to me, good reasons to believe that 
| this new attitude will be vindicated 
| and that UOP may prove to be one of 
| the more prominent speculations of 
| its kind during the new year. 


Despite its name, Universal Oil 
Products is neither a producer nor a 
refiner of petroleum. Instead, it is an 
important specialist, of world-wide 
renown, in the development and 
commercial exploitation of scientific 
processes used by the oil industry in 


| refinery and petro-chemical opera- 


tions—in short, a genuine “science” 
stock. The growth potential here is a 
function of the company’s continuous 


| research upon projects whose event- 


ual success can lead to sharp increases 


| in sales and profitability. If you probe 


into the fundamentals of UOP, you 


will, I think, find that its current (late 





90 West Broadway, New York 7, BArclay 7-6484 | 


December) price is more closely in 
line with present values and com- 
paratively near-term potentials that 
seems to be true of other, hitherto 
more popular, “science-growth” 
stocks. 

This advantage can be attributed to 
the fact that, although the company 
has been engaged in its present line 
of endeavor since 1914, its stock is 
new to the market. UOP’s entire 
common stock issue was first offered 
to the public on February 5, 1959, at 
$25 a share. The offering was not a 
howling success in that the stock 
failed to go to an early premium 
above issue price, as other new sci- 





POINT & FIGURE CHART: 
UNIVERSAL OIL 
PRODUCTS (UOP) 
ONE-POINT REVERSALS 














ence stocks fre- 

quently do. Soon, 

the 2.9 million 

share issue har- 

bored an army of 

disappointed spec- 

ulators who felt 

they were missing 

out on a lot of 

other good things. So, from the first 
day of public trading, and especially 
since NYSE listing in April, the stock 
remained under pressure. Tax con- 
siderations seemed to have played a 
considerable role, as they often do in 
situations of this kind; you might note 
that the stock did not participate in 
general market strength until July 
(col. D on our chart), i.e., when initial 
subscription purchases passed the six- 
months’ holding period. 

On August 4, for the first time since 
April (col. E), the stock reached 25. 
It was immediately engulfed by the 
general market break that began just 
then, so that there was now a new set 
of disappointed holders, namely those 
who had staunchly bought stock in 
the lower 20s during April, May and 
June. While these holdings remained 
less than six months old, i.e., during 
October, November and early De- 
cember, the price was frozen in a 
21-23 trading range (columns A to X 
on our chart) as seasonal tax-selling 
pressure predominated. By mid-De- 
cember some 1.8 million shares had 
been traded since initial listing—over 
60% of the entire issue, more if you 
allow for stock previously traded over- 
the-counter. Everybody who had a 
short-term tax loss to take or wanted 
to get out “even” from an apparently 
stale situation, had had a chance to 
sell. What remained must have been 
largely holdings that were over six 
months old, and thus more difficult to 
dislodge; plus comparatively new ac- 
quisitions showing small paper profits. 
The supply of stock from willing 
sellers had, in short, been mopped up 
by mid-December. 

The foregoing is, of course, a brief 
description of the process by which a 
typical two-stage reversal base is 
characteristically hammered out in 
the market place. The example of 
UOP is especially illuminating be- 
cause it can be demonstrated that, 
prior to mid-December, none of its 
stock could have been bought for 
more than 25% or less than 18%, 
while the first purchase date and 


*Mr. Schulz is a partner in Wolfe & Co., 
members of the New York Stock Exchange. 
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price of the entire issue can be pin- 
pointed. When supply from holders 
involved in this initial massive trans- 
action was clearly exhausted, a de- 
cisive uptrend could begin. 

That was the technical position on 
December 18 when the base was fin- 
ally completed by a typical ‘breakout 
rally’ to and beyond 26. At that price 
everybody who held stock did so at a 
lower price and nobody was left with 
a loss. The only question remaining 
was, how far could the new uptrend 
carry? 

As readers of my previous articles 
are aware, the Point & Figure tech- 
nique of charting price reversals sup- 
plies an approximation of a trend’s 
potential carrying power. For reasons 
that can be supported by technical 
logic and by factual observation of 
past performance, P&F theory as- 
sumes that a trend can carry verti- 
cally by as many units as can be 
counted across the lateral extent of 
the trading range from which it fin- 
ally emerges. 

In the case of UOP, the second half 
of the large base (cols. X-C) was 
completed when the December rally 
first reached 25. Measurement on the 
21 line from col. X to col. B spans 
eight columns of price reversals, 
while on the 23 line (cols. C-A) six 
columns can be counted. These meas- 
urements permitted projection of a 
target (A/B) at 29, eight and six 
points respectively, above 21 and 23, 
which was reached in course of the 
initial breakout rally. 

That the full technical potential of 
the action to the right of col. D re- 
mains unexploited as this is being 
written, is indicated by measurement 
on the 22 level from col. C to col. X, 
where there are nine columns of price 
reversals, yielding target C at 31. An 
extreme measurement of this price 
development can be taken across the 
top of the base, on the 25 line, from 
col. Y to col. D, to place target D at 
36. I think this approach is justified 
by the fact that, at 26, this entire ac- 
tion since col. E was completed as a 
genuine reversal base, which can be 
measured on the 22 level (cols. X-E) 
and from which target E at 42 can be 
projected. Even higher targets can be 
placed, if the full base is measured on 
the 25 line or if some allowance is 
made for pre-listing action in the 
23-25 zone. 

Ordinarily, I should assume that the 
target above 40 would tend to de- 
scribe the longer-term potential of the 
newly affirmed uptrend. However, 
UOP’s intrinsic character and the 
supply-demand relationship estab- 
lished in the completed reversal base 
seem to be such as to make a move to 
or above 40 a distinct intermediate- 
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term possibility on technical grounds, | 
given at least a reasonably favorable | 
market climate, and subject to occa- 
sional consolidation phases. 

Beckman Instruments (BEC—about | 
68) is another typical “science-growth”’ | 
stock. The company specializes in re- | 
search and commercial development | 
of electronic and laboratory instru- | 
ments. It is well established and, I | 
understand, now nearing the time at 
which its massive past efforts should 
begin to pay off handsomely. As you 
can see from the P&F chart, price 
action since April has been quite sim- 
ilar to that of UOP. A substantial 
new base has developed and the cur- 
rent (late December) price stands 
above the highs of all columns plotted 
to the right of col. D. Still lacking, as 
I write this, is a move beyond the | 
April-May tops (actual high: 75%). 
But I think a rise to new highs is a 
distinct technical probability, since 
the base is now sufficiently complete 
to yield targets ranging from 84 to 99 
(A, B and C), based on measure- 
ments essentially similar to those ap- 
plied to UOP. 

Assuming that the price can reach 
the 72 level, I have plotted a tentative 
target (D) at 105 to suggest the fur- 
ther technical uptrend potential over 
the intermediate term. This target: is 
derived from measurement of the base 
on the 60 level, beginning at column 
D, and remains tentative until a rally 
reaches at least the 72 line. 

I have also plotted a target (E) at 123 
as a tentative indication of an extreme 
measurement that would become feas- 
ible once the full base is complete at 
or above 75. With only about 1.4 | 
million shares of common outstanding 
(some 40% of it said to be closely 
held), the stock is a volatile vehicle for 
speculative purposes. With a large 
segment of significant base complete 
at a time when a substantial earnings | 
potential seem to be in sight, BEC 


looks to me unusually attractive near 


current prices. 





POINT & FIGURE CHART: 
BECKMAN 
INSTRUMENTS (BEC) 
PRICE REVERSALS PLOTTED 
IN 3-PT. UNITS 
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Analysis via 
Electronic Computer 
. 


A new approach to pin-point commodity trad 
ing. Send for free copy of results. 


e 
MARKET RESEARCH ASSOC. 
108 S. Les Robles, Pasadena, Ceol. 
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Limited Risk— Unlimited Profit 
on Stock Market Transactions 
How with a put or call option, risk limited 
to the cost of the option (maybe a few 
hundred dollars), you can make unlimited 
profits (possibly thousands of dollars in 
90 days) is explained in this clear, simple 


Understanding 
PUT and CALL 
Options 


by HERBERT FILER 
the #1 authority on the subject. 


Thousands of successful traders and pro- 
fessionals purchase “buy” and “sell” 
options (call and put) because they know 
these options can make big profits for 
them and also can protect unrealized 
“paper” profits on the stocks they own. 

This book shows how they do it and 
how you too can make maximum profits 
on minimum investment. It shows also 
how you can sell options on your own 
stock to increase income, where and how 
to buy and sell puts and calls, how to use 
them to make capital gains instead of 
short-term profits, how to use options to 
protect profits on your stocks, etc. 

This book costs you only $3.00. It can 
help you make a fortune. 

And you can examine it Free. Fill in 
and mail this coupon today. 





| 

Te a favorite bookseller, or | 
CROWN Publishers, Dept. 146 

419 Park Avenue South, New York 16, N.Y. | 

Please send me Herbert Filer’s Under- | 

standing Put and Call Options for 10 days’ | 

free examination. | 

if not convinced that it can pay for itself | 

many times over, | may return it and pay | 

nothing. Otherwise | will pay you $3.00 plus 

| 

| 

I 

| 

| 

| 

| 

| 

—_d 


the postage charge within 10 days as pay- 
ment in full. 


Name 

Address 

City..... : Zone State 

(© Save postage. Check here if you prefer to 


enclose check or money order for $3.00. Then 
we pay postage. Same moneyback guarantee. 
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is a mutual investment fund of diversified 

common stocks selected for investment 

quality and income possibilities. Mail 

this ad for free booklet-prospectus to 

CALVIN BULLOCK, LTD. 
Established 1894 

ONE WALL STREET, NEW YORK 5 














Investment 
Stocks 





and prospectus 
send ad with your name and address to Dept. G-1! 


THE KEYSTONE COMPANY 
50 Congress $t., Boston 9, Mass. 


For ONLY $6.00 A YEAR 
The Mutual Fund Reporter 


Gives All ~ Fund Sales, Purchases & Holdings. Same 

yhere for $30-$65 a year! 
Since we nae only Mutual Funds we can include 
this as a regular feature! Fund activities are guided 











by the world’s most experienced Bankers & Advisors | 


and their activities often foreshadow market changes. 


ALSO, reports on all Funds, Articles, the how-and- | 


why of mutual investing. Please mention name of 
paper in which you saw this ad. Issued monthly. 
Send check to: The Mutual Fund Reporter, Box 
364, Fair Haven, New Jersey. 








LONG ISLAND LIGHTING COMPANY 


Cs): 
‘s) | QUARTERLY 
S| DIVIDEND 


COMMON STOCK 
The Board of Directors has de- 
clared a quarterly dividend of 
32% cents per share payable on 
the Common Stock of the Com- 
pany on February 1, 1960, to 
shareholders of record at the 
close of business on January 8, 
1960. 








VINCENT T. MILES 
Treasurer 
December 30, 1959 
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THE FUNDS 


Profile: 
COCK O’ THE WALK 


By an exchange of voting for non-vot- 
ing shares approved last month by the 
courts, control of Investors Diversified 
Services, largest mutual fund sponsor- 
manager, passed from the Murchison 
Brothers of Dallas back to Allan P. 


| Kirby’s Alleghany Corp. Alleghany 
| lost its voting rights when its. late 


Chairman Robert R. Young more or 
less hocked them in his proxy fight for 
the New York Central in 1954. 

This is not likely to change things 


| at IDS’ Minneapolis headquarters, ac- 
| cording to IDS’ President Joseph M. 


Fitzsimmons. “None of IDS’ several 


| owners have significantly altered its 


conservative policies,” says he. 

Nor is Alleghany Chairman Kirby 
likely to complain about how Fitz- 
simmons has been minding the store. 
The $3-billion assets Fitzsimmons 
handles makes him far and away 
the foremost man in the investment 
company business. His success at sell- 
ing all these shares fascinates his fel- 
low fundsmen. 

Yet Fitzsimmons is so retiring that 
he is not even listed in Who’s Who. 
He is the most successful salesman in 
a hard selling industry (IDS men 
chalked up 19% of 1959’s total net 
sales). Yet no one can say he has 
pulled out all the stops to sell shares: 
ignoring the anguished squeals of his 
salesmen, he has set his face rigidly 
against front-load contractual plans. 
“We can satisfy any customer’s needs 
without them,” he tells his salesmen. 

The outward man reflects his char- 
acter. A New Yorker who blends per- 
fectly into the seri- 
ous, hard-working 
Scandinavian mid- 
west, Fitzsimmons 
is ultra-conserva- 
tive in dress (gray 
double - breasted 
suits), has a harsh, 
unmusical voice, to- 
tally lacks meretri- 
cious charm or 
blarney. 

In his quiet way, however, “Joe 
is a master salesman. For Investors 


Joseph Fitzsimmons 


” 


| Mutual, his biggest fund, has none of 


the special gimmicks that have put 
many newer funds across. His only 
investment policy, it 
seems, is to get the most widespread 
diversification. Investors Mutual holds 
well over 600 different securities; In- 
vestors Stock over 200. Compare this 
with the 125 of Massachusetts Inves- 


tors Trust (larger than Investors 
Mutual) or Massachusetts Growth 
Fund’s under 90. “People say we're 
overdiversified,” Fitzsimmons admits. 
Our point of view is that we want as 
broad a spectrum of the economy as 
possible. We don’t like to churn our 
accounts. We are not speculators.” 

Fitzsimmons has set his statisticians 
to devise some new way of measur- 
ing fund performance that will put 
such fast-movers as 
Imrie de Vegh and 
Jack Dreyfus (who 
regularly outper- 
form the IDS funds) 
in what Fitzsim- 
mons believes is 
their proper place. 
So far, no luck. 

His funds’ suc- 
cess, therefore, lies 
neither in superior 
performance nor in merchandising 
gimmicks. Its secret seems to be that 
IDS has its own carefully trained, 
partly salaried sales force, which sells 
only IDS securities. Other funds rely 
on brokers, or on part-time salesmen, 
sometimes only partly trained, who 
work on commission. But the IDS man 
is taught to become a familiar figure 
in his territory and to fuss over his 
clients as a Wall Street broker might 
fuss over some rich, crochety old lady. 
One result of this is that a staggering 
90% of IDS funds’ shareholders re- 
invest dividends and distributions, thus 
compounding their own investment 
and IDS’ management fees. “I don’t 
think our growth can be attributed to 
salesmen per se,” says Fitzsimmons. 
“It’s the service they render, and the 
way we train them.” 

Equally significant, perhaps, is that 
the most successful group of funds is 
the one that has stuck closest to the 
original mutual fund idea: a conserva- 
tive investment for the small man. 


Allan P. Kirby 


Portfolio: 
PROPHETS WITHOUT HONOR 


Mopest sized ($10 million assets) Min- 
nesota Fund, with its home in Minne- 
apolis, should be in a good position 
to gauge prospects of local companies. 
Interestingly enough, however, it has 
neither of the two big Minneapolis 
growth companies, Minneapolis-Hon- 
eywell and Minnesota Mining and 
Manufacturing, in its portfolio. Both 
are prime favorites with many other 
funds: why this lack of local patriot- 
ism on the part of Minnesota? Ex- 
plains President Albert Sheldon: “We 
have held them for most of our his- 
tory, but last year we sold them, on 
the theory that neither would perform 
as well as the averages as a whole. 
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FUNDS 
VS. THE MARKET 


We were right on Honeywell, wrong | 


on Mining.” 

Actually, Sheldon says, there is no 
particular reason why his fund should 
hold shares in the two just because 
they are local boys who made good. 
“In fact,” says he, “the idea that ours 
is a local or area fund has been hurt- 
ing sales. As a result we are proposing 
to rename the fund Imperial Capital 
Fund.” 


Management Companies: 


SPEAKING OF LEVERAGE 


One oF the major attractions of mutual | ~ 


fund management shares is the tre- 
mendous leverage inherent in the 
business. In plain language, the big- 
ger the funds under one management 
grow, the cheaper proportionately 
they are to handle. Why? Because 
it costs little more to manage, say, 
$200 million, than it does $100 million. 

This was beautifully demonstrated 
last month by the annual report of 
Television Shares Management Corp., 
manager and sponsor of the $310- 
million TV-Electronics Fund. TV- 
Electronics Fund’s assets soared 50% 
during 1959 and pushed its manage- 
ment’s operating revenues ahead by 
64%. Operating expenses, however, 
rose only 21%. Result: a rise in per 
share earnings of the management 
company from 28c to 66c. 

Television Shares’ operating rev- 
enues came to $2.7 million. Slightly 
over half of it came from the % of 
1% management fee, the balance from 
salen loading charges. Total operat- 
ing costs amounted to just $1.3 mil- 
lion, leaving a profit before taxes of 
$1.4 million. 
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WOULD YOu SPEND 


‘20 


for Investment Success 
in The Opportunity Year Ahead? 


-» - just $20 a year for the facts and guidance you need 
to help make the best possible decisions regarding your 
securities during this important period. 


WEL. that’s all it costs you for the most complete investment service we've 


been able to devise after 57 years of successful experience . . 


- the same 


service already endorsed by more than 67,000 investors who thoroughly believe 
that it’s worth every penny of the $20 they pay—and more! 


BECAUSE HERE'S WHAT YOUR $20 BUYS .. 


Specialized, personal 
and confidential advice 
about any investment as 
often as once a week. 

The best and most considered opinion 


— we can mail you on any particular 


stock—the most seasoned advice we can 
give you on whether to buy, sell, or 
hold. (Available free to subscribers, 
can’t be purchased alone at any price.) 


The annual “Stock Fact- 
ph” Manval—a 304- 
page indexed review of 
more than 1,800 stocks—a 
parade of pertinent facts 
that highlight their good 
ints and bad—makes the 
actograph 
as a ready-reference guide. 
(Sells separately at $5.) 


FREE 
if you act NOW! 


This 72-page book on 

the basic principles and / 7 

procedures of invest- 
Planning o 


ment success free 
——_"—~ i] y 
Investing for cian 


with your order: 
Investment Timing * Growth Stocks 
How to Read Merket Action 
Stable Income Stocks 
Whet po teat leok for in 
Mutual Funds 


indispensable 








IN ADDITION TO 


A full year’s subscrip- 

tien to FINANCIAL 

WORLD—52 fact- 

packed issues of a mag- 

azine published for 

just one purpose—to 

keep you current on ex- 

actly what's happening 

and why, in the 

world of stocks, 

bonds and busi- 

ness, to catch 

trends as they start, 

to let you profit from the 

most attractive opportunities to buy or 
sell. (Costs $26.00 at your newsstand.) 


PLUS—12 MONTHLY 
The famous 
thi 


STOCK GUIDES— 
FINANCIAL WORLD 
t, “Independent Ap- 
praisals” of nearly 2,000 stocks. Digests 
of price ranges, earnings, dividends and 
our independent rating for income and 
profit. (Similar guides would cost up 
to $24.) 





iF thet sounds like $20 worth of 
ible 


dA adsse? 





te you, 

$20 that will increase your income, 
improve your portfolio and assure in- 
vestment success . . . just return this 
“ad” with your name and address, and 
your check or money order. (26-week 
trial offer includes all these services 
for $12.00.) 


FINANCIAL WORLD 


Dept. FB-115—-17 Battery Place, New York 4, WN. Y. 








T. ROWE PRICE 
GROWTH STOCK FUND, INC. 
e 


OBJECTIVE: Possible long term 
growth of principal and income. 

OFFERING PRICE: Net asset value. 
There is no sales load or com- 
mission. 

REDEMPTION PRICE: Net asset 
value less 1°%/,. 


Prospectus on request 
Dept. B 
10 Light Street Baltimore 2, Md. 
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DIVIDEND NOTICE 
The Board of Directors has declared the 
following dividends: 
Preferred Stock 
A quorterly dividend of $1.06, 
payable January |, 1960 
to stockholders of record 
December 9, 1959 


Common Stock 
A quarterly dividend of 30c, 
plus a 3% stock dividend 
payable January |, 1960 
to stockholders of record 
December 9, 1959 
Robert W. Jackson, President 
Aldens, Inc. 











BOSTON EDISON 
COMPANY 


Preferred Dividend 

A quarterly dividend of $1.06 
per share has been declared 
payable on the first day of Feb- 
ruary 1960 to stockholders of 
record at the close of business on 
January 8, 1960 of the Com- 
pany’s Cumulative Preferred 
Steck, 4.25% Series. 


Preferred Dividend 

A quarterly dividend of $1.19 
per share has been declared 
payable on the first day of Feb- 
ruary 1960 to stockholders of 
record at the close of business on 
January 8, 1960 of the Com- 
pany’s Cumulative Preferred 
Stock, 4.78% Series. 


Common Dividend No. 283 
A quarterly dividend of 75 cents 
per share on the Common Stock 
of the Company has been de- 
clared payable on the first 
day of February 1960 to stock- 
holders of record at the close of 
business on January 8, 1960. 

Checks will be mailed from 
Old Colony Trust Company, 
Boston. 


ALBERT C. McMENIMEN 
Treasurer 


Boston, December 28, 1959 











FEDERAL PAPER BOARD CO., Inc. 
Common & Preferred Dividends: 
The Board of Directors of 


Federal 
ny, Inc. has this 
lowing quarterly 


50¢ per share on Common Stock, 


Paper Board 
day declared the 
dividends: 


Dividends on the 4.6% Cumulative 
$25 a Stock are pay- 
able h 15, 1960 to stockholders 
of record February 29, 1960. 
ROBERT A. WALLACE 
Vice President and Secretary 


. New Jersey 

















Dividend Notice 


The Board of Directors of Northern 
Pacific Railway Company today de- 
clared a quarterly dividend of 55 cents 
per share on the outstanding capital 
stock of the Company, payable on 
Jan. 29, 1960, to holders of record at 
the close of business on Jan. 8, 1960. 


A. M. GOTTSCHALD 


Dec. 10, 1959 Secretary 





| HOOPER 


BIEL 





(CoNTINUED FROM PAGE 47) 
tial building and earnings. With the 
| large family formations promised dur- 
| ing the next ten years as the war ba- 
| bies get married and establish homes, 
| to buy this stock (during the present 
| lull when mortgage money is so high) 
| may be something like buying straw 
hats in January; but buyers may have 
to be patient. 
In general, I find that academic 
economists are more optimistic about 
|.1960 than industry economists. That 
may be significant, since the academic 
people have had a pretty good record 
in late years. I’m pretty sure that in- 
flationary pressures, especially in the 
wage area, are going to be stronger 
this year than last. 
This column sounds more bullish 
than it is intended to be. Please go 
back and read the first two paragraphs. 
Late in a bull market like this, one 
should be progressively more selec- 
tive and progressively more critical 
of values. Like 1959, 1960 will be a 
year when you can do well with the 
right stocks; but many stocks will not 
| be the “right” ones. Some time this 
| year, probably in the first half, the 

vogue in electronics will slow down; 
| be very careful what you buy and 
| what you hold in this group. The op- 
| portunities for painful errors in judg- 
| ment and overenthusiasm in _ this 

division of the stock market are legion. 


GOODWIN 


(CONTINUED FROM PAGE 51) 


| with $5 per share and $3-$3.50 per 
share, respectively, being estimated for 
| this year. 





Finances are very strong, with | 


| working capital as of June 30, 1959, 
| standing at a record level of $178.4 
million. Cash 


| against $47.5 million in current liabili- 
| ties. In addition to a long list of 
| wholly owned subsidiaries, the com- 
| pany owned the following other in- 


iy terests—712,161 shares of American 


| Metal Climax, 200,000 shares of Amer- 
ada Petroleum, 195,000 shares of New 

| Jersey Zinc. Current price, 55; yield, 
5.5% on the current $3 annual divi- 
dend. 





PHOTO CREDITS 
Page 27: Wide World 
Page 33: Robert Emery 
Page 54: Wide World 











(CONTINUED FROM PAGE 48) 


real “depression.” In that event how- 
ever, I'd hate to imagine what would 
happen to most of the overpriced 
glamour stocks which have yet to 
prove their ability to survive hard 
times. All the major steels, in my 
opinion, are attractive at present lev- 
els and should give an above average 
performance in the months ahead. 

Automatic Canteen has been one of 
the stars of the Fifties. It was first 
mentioned in this column in 1953 and 
again in 1954 and 1957. In less than 
seven years the stock more than quad- 
rupled, advancing from about 5%4 
(adjusted for stock splits and stock 
dividends) to its present exalted level 
where it is selling at more than twenty 
times estimated current fiscal yea: 
earnings of $1.20 a share. It is no bar- 
gain at this price of 26, but its future 
growth prospects are so bright that I 
see no reason to part with established 
positions. 

ABC Vending Corp., selling at about 
the same price, is a company of some- 
what similar character, albeit not of 
the same quality and not as fully con- 
centrated in automatic vending. Yet, 
ABC Vending’s 1959 earnings, official- 
ly estimated at $2 a share, are more 
than twice Automatic Canteen’s 1959 
fiscal year earnings of 92c a share, and 
its $1 cash dividend rate is double 
that of Automatic Canteen’s. The 
management of ABC Vending recently 
stated that it is contemplating several 
significant acquisitions, and that 1960 
earnings should show an increase of at 
least 10% (but it might be as much as 
50%). On that basis the stock seems 
fairly priced and speculatively at- 
tractive. 





items amounted to | 
| $129.1 million on December 31, 1958 | 


—@Q— 
RADIO CORPORATION 
OF AMERICA 


NOTICE IS HEREBY GIVEN of a change 
in conversion price of RADIO Cor- 
PORATION OF AMERICA 342% Con- 
vertible Subordinated Debentures, 
resulting from declaration of a stock 
dividend of 2% on December 4, 
1959, payable on February 1, 1960, 
to holders of Common Stock of rec- 
ord December 18, 1959. Prior to ad- 
tt the conversion price was 
$50 per share. The adjusted conver- 
sion price, effective at the close of 
business December 18, 1959, is 
$49.04 per share. 
—_—_—_—_—_—_—_—oeo 
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(CONTINUED FROM PAGE 9) 


European Common Market. Last 
month United Aircraft disclosed pur- 
chase of a half interest in Italy’s Mic- 
rotecnica, Inc., maker of marine and 
aviation instruments. Similarly, North 
American Aviation is setting up a 
joint company with two French firms 
to manufacture nuclear reactors. And 
Lockheed Aircraft has acquired a mi- 
nority interest in Aeronautica Macchi, 
S. A., a builder of aircraft, light trucks 
and motor scooters in Italy. 
. ° o 


Chemical makers, having spent $200 
billion on expansion in the past decade, 
appear to have created too much of a 
good thing, particularly in plastics. 
Polypropylene capacity, for example, 
currently outruns demand by 500%. 
Among other chemical products that 
are in overcapacity: epoxy resins, 65% 
ahead of demand; ethylene oxide, 23%; 
butadiene, 30%; and vinyl chloride, 
34%. 

7 a“ * 


Big natural gas merger between El 
Paso Natural Gas and Pacific North- 
west Pipeline is a step closer to fulfill- 
ment. The two big western transmit- 
ters have been given the blessing of 
the Federal Power Commission and 
have formally announced their con- 
solidation. Yet the partnership still 
could be dissolved by the Justice De- 
partment, which filed an antitrust 
action against the merger several 
years ago and is still looking into the 
matter. 

a - 7. 


Papermen, despite still being in the 
throes of overcapacity, appear to be 
off on another round of expansion. 
Thomas B. McCabe, president of Scott 
Paper, estimates that the industry will 
spend another $828 million this year 
for new plants and equipment. At that 
rate, the papermen will be breaking 
their previous spending record of $767 
million, which they set in 1957. 


Century-old dream of a tunnel be- 
neath the English Channel may be- 
come reality if current studies by 
English, French and American groups 
work out. If no hitch develops, work 
will start on the tunnel next year, be- 
gin carrying automotive traffic by 
about 1976. Of the tunnel’s $300-mil- 
lion cost, a major chunk probably will 
come from the Anglo-French-owned 
Suez Canal Co., which was left with 
$130 million in cash after Egypt 
nationalized the canal. 
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THE FRANKLIN LIFE 
INSURANCE COMPANY 


The largest legal reserve 
stock life insurance company in the United States 
Please send old address (ex- devoted exclusively to the underwriting 
of Ordinary and Annuity plans 
OUR SEVENTY-SIXTH YEAR 


CHANGE OF ADDRESS 


actly as imprinted on mailing 
label of your copy of Forses) 


and new address (with zone Dividend Notice 


i ; allow four 
number if any); allo The Board of Directors of The Franklin 


weeks for changeover. Life Insurance Company has declared 
a dividend on the capital stock of forty- 
five cents a share payable January 2, 


r 1960 to stockholders of ord at the 

FORBES SUBSCRIBER SERVICE prend pe am ma asi 12, 1968. 
70 Fifth Avenue Dividend checks will be mailed. 

New York 11, N. Y. Gerorce E. Hatmaxer 

Secretary 


Springfield, Illinois, January 4, 1960 





























ON THE 


THOUGHTS BUSINESS OF LIFE 


Life is the continuous adjustment 
of internal relations to external rela- 
tions. —HERBERT SPENCER. 


We all have weaknesses. But I have 
figured that others have put up with 
mine so tolerably that I would be 
much less than fair not to make a 
reasonable discount for theirs. 

—WiLtiaAM ALLEN WHITE. 


The best way to teach our young 
people the meaning of our democratic 
freedoms is to demonstrate, by our 
own example, that we have mastered 
the “three R’s of citizenship”—Rights, 
Respect and Responsibilities. 

—Eart James McGrartu. 


No free government, or the blessings 
of liberty can be preserved to any 
people but by a firm adherence to 
justice, moderation, temperance, fru- 
gality, and virtue, and by a frequent 
recurrence to fundamental principles. 

—Partrick HENRY. 


If we command our wealth, we shall 
be rich and free; if our wealth com- 
mands us, we are poor indeed. 

—EpMUND BurRKE. 


The first great human invention was 
speech—the power to communicate. 
From that pewer is derived all other 
powers of man over nature, and far 
more importantly, over himself. 

—ArtTHUR B. LANGLIE. 


An idea, to be suggestive, must 
come to the individual with the force 


of a revelation. —WiLL1aAM JAMES. 
Every gain made by individuals or 
societies is almost instantly taken for 
granted. The luminous ceiling toward 
which we raise our longing eyes be- 
comes, when we have climbed to the 
next floor, a stretch of disregarded 

linoleum beneath our feet. 
—ALpous HUXLEY. 


Little progress can be made by 
merely attempting to repress what is 
evil; our great hope lies in developing 
what is good. —Cat.vin COOLmnce. 


Unlimited power is worse for the 
average person than unlimited alco- 
hol; and the resulting intoxication is 
more damaging for others. Very few 
have not deteriorated when given ab- 
solute dominion. It is worse for the 
governor than for the governed. 

—Wi11aM Lyon PHELPs. 
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You can legislate many conditions— 
but you cannot legislate harmony into 
the hearts of men. To attain industrial 
peace, we need more than by-laws and 
compulsory rules.—CLARENCE FRANCIS. 


The great accomplishments of man 
have resulted from the transmission 
of ideas and enthusiasm. 

—Tuomas J. WATSON. 


B. C, FORBES: 


George Matthew Adams, de- 
lightful writer, philosopher, once 
observed: “For nearly 20 years I 
have played golf. Here is some- 
thing I have noted about myself, 
as well as others. Often a hole is 
played rather poorly, after sev- 
eral good holes, and the im- 
mediate thought is: ‘I wish I 
could play that hole over.’ But, 
alas! You always have to wait 
for another round, for that. How 
many strokes in life we wish we 
could play over. But here again 
we must go on with the game; 
we must try to play the next 
hole better. Perhaps it will be 
our best hole! Some of us will 
never be golf champions, but 
we may become’ champion 
friends! I would like to perfect 
my game to that end, wouldn’t 
you?” Grantland Rice is cred- 
ited with the profound aphor- 
ism: “The most important stroke 
in golf is—the next stroke.” 
Doesn’t that, too, apply to the 
game of business and the game 
of life itself? 


War will disappear, like the dino- 
saur, when changes in world condi- 
tions have destroyed its survival 
value. —Rosert A. MILLIKAN. 


Jails and prisons are the comple- 
ment of schools; so many less as you 
have of the latter, so many more you 
must have of the former. 

—Horace Mann. 


There are no warlike peoples—just 
warlike leaders. —Ratpu J. BuNCHE. 


No man is 
creditors. 


with his 
—TALMUD. 


impatient 


To be seventy years young is some- 
times far more cheerful and hopeful 
than to be forty years old. 

—OLiver WENDELL HOLMES. 


The circumstances of the world are 
so variable, that an_ irrevocable 
purpose or opinion is almost synony- 
mous with a foolish one. 

—W. H. Sewarp. 


The credibility, or the certain truth 
of a matter of fact does not imme- 
diately prove anything concerning the 
wisdom or goodness of it. 

—JosepH BUTLER. 


Half the failures in life arise from 
pulling in one’s horse as he is leaping. 
—J. C. and A. W. Hare. 


The united voice of millions cannot 
lend the smallest foundation to false- 
hood. —O.iver GOLDSMITH. 


The fame of men ought always to be 
estimated by the means used to ac- 
quire it. — La ROCHEFOUCAULD. 


Fashion is that by which the fan- 
tastic becomes for a moment universal. 
—Oscar WILDE. 


Justice is the great interest of man 
on earth. It is the ligament which 
holds civilized beings and civilized na- 
tions together. —DANIEL WEBSTER 


Knowledge and human power are 
synonymous, since the ignorance of 
the cause frustrates the effect. 

—Francis Bacon 


As labor is the common burden of 
our race, so the effort of some to shift 
their share of the burden on to the 
shoulders of others is the great dur- 
able curse of the race. 

—ABRAHAM LINCOLN. 


Ancient laws remain in force long 
after the people have the power to 
change them, —ARISTOTLE. 


More than 3,000 selected “Thoughts” 
available in a 544-page book. Regu- 
lar edition, $5. 





A Text... 


Sent in by N. Campbell, Still- 
water, Okla. What's your favor- 
ite text? A Forbes book is pre- 
sented to senders of texts used. 


But I say unto you, That every idle word that 
men shall speak, they shall give account 
thereof in the day of judgment. For by thy 
words thou shalt be justified, and by thy 
words thou shalt be condemned. 


—MattTHew 12:36-37 
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WR. GRAS. &co. 


Chemicals is our business. Today, through the eight divisions of 
its chemical group, W. R. Grace & Co. stands among the toy} chem- 
ical firms in the United States. These divisions, with fifty-five 
plants in seventeen countries, contribute to the progress and profits 
of hundreds of industries. 


As befits a growing company in this field, W. R. Grace & 
Co. produces a wide variety of materials. Each product owes its 
merit to research, conducted both by the operating divisions them- 
selves and by our $6,000,000 Washington Research Center. 


The products of the Grace Chemical Group serve human prog: 
ress in virtually every area of activity: agriculture; medicine; elec- 
tronics; construction; transportation; clothing; nuclear power; food 


packaging; weather forecasting; household goods. 


CRYOVAC DIVISION 
DAVISON CHEMICAL DIVISION 
THE DEWEY AND ALMY CHEMICAL DIVISION 

GRACE DEWEY AND ALMY OVERSEAS DIVISION 
CHEMICAL GRACE CHEMICAL DIVISION 

GROUP HATCO CHEMICAL DIVISION 
POLYMER CHEMICALS DIVISION 
RESEARCH DIVISION 





PRINCIPAL PRODUCTS: SYNTHETIC CATALYSTS - AMMONIA + UREA + HIGH DENSITY 
POLYETHYLENE + SPECIAL SYNTHETIC RUBBERS AND RESINS + SILICA GEL AND OTHER 
DESICCANTS + SULFURIC ACID - CONTAINER SEALING COMPOUNDS - PLASTIC FILMS AND 
BAGS FOR PACKAGING + BATTERY SEPARATORS + FERTILIZERS AND AGRICULTURAL CHEMICALS 
NUCLEAR REACTOR MATERIALS + ULTRA HIGH-PURITY SILICON + PLASTICIZERS AND SYNTHETIC 
LUBRICANT ESTERS + AND OTHER INDUSTRIAL CHEMICALS AND CHEMICAL SPECIALTIES 


7 Hanover Square, New York 5, N. Y. 


w.r.G RACE «co. 
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The sound you can see. Unlike record- 
ing media on which you can see nothing, 
the red plastic Dictabelt records visibly. 
You see your place, play back your dicta- 
tion in seconds. You can’t erase acciden- 
tally and lose valuable dictation. And in- 
expensive, single-use Dictabelt provides 
unmistakable clarity. 


when you 














All controls are on the mike. Because 
of the unique Dictabelt, the Dictaphone 
TIME-MASTER® is the most automatic 
dictating machine made. The entire dic- 
tating procedure is controlled from four 
buttons on the microphone—dictate, 
play-back, corrections and length. Re- 
sult? You concentrate on what you say. 


Designed for dictation. The Dictaphone 
TIME-MASTER is made for just one pur- 
pose—to help you get more work done in 
less time. To speed up office communica- 
tions, find out for yourself just how much 
time you and your secretary can save 
with a TIME-MASTER. Call your nearest 
Dictaphone office for a free demonstration. 


Di h | 
THE SHORTEST DISTANCE BETWEEN IDEA AND ACTION... ictap one CORPORATION 


Time-Mastet, Dictaphone, Dictabeit are registered trademarks of Dictaphone Corp., 730 Third Ave., N. Y. 17, N_ Y.; 204 Eglinton Ave. E., Toronto, Canada; 17-19 Stratford Pi., London W. 1, England 














